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EDITORIAL 


As We See It 


It is becoming clearer with every passing day 
that a fundamental issue has been joined in the 
steel seizure case. 

The injunction now granted by a Federal Court, 
as heartening as it is, does not and could not 
bring the matter to an end. The challenge to our 
way of life remains. 

It is an issue which should, of course, have 
been joined the day Franklin D. Roosevelt was 
inaugurated for the first time. In those days of 
depression, not to say despair, men did not, how- 
ever, always think calmly about these things, and 
so great was the personal influence of the newly 
elected President that there was no great disposi- 
tion to challenge him. He grew in popularity as 
time passed, and a total war intervened, so that 
by the time Mr. Truman was called to the helm, 
the people of this country had almost forgotten 


what this American system of ours was supposed 
to be like. 


When the great war came to an end, there was 
widespread fear of a return of hard times and 
unemployment. A tendency to wince and relent 
and refrain from insisting upon a return to a 
really free America was evident. Then Korea 
provided another excuse for a continuation of the 
attitudes and preconceptions of the dictators. If 
this steel case has at long length really aroused 
the American people to what has been happening 
to our boasted system of free enterprise, then the 
whole episode, troublesome as it has been and 


may be in the future, may pay off handsomely 
in the end. 


There can be no doubt that basic questions are 
clearly and unmistakably at issue. Exchanges 


Continued on page 29 
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porate securities are afforded a complete picture of issues now registered with the SEC 
and potential undertakings in our “Securities in Registration” Section, starting on page 41. 


DEALERS 


Conflicting Trends in 
The American Economy 


By SUMNER H. SLICHTER* 
Lamont University Professor, Harvard University 


Dr. Slichter reviews prospects for business in 1952 and 
1953, and analyzes economic consequences of the shift 
from build-up of the military establishment to a return 
to peacetime economy. Sees a slight revival of consumer 
spending in 1952 and further expansion in defense ex- 
penditures, with a leveling off in 1953. Examines problem 
of transition to peacetime economy, and holds drop in 
defense spending will not produce serious depression. 
Finds both deflationary and inflationary forces in long- 
term outlook. 
I 

My remarks will be divided into three parts. In the 
first place, I wish to discuss the short-run business out- 
look—the prospects for business in 1952 and 1953. In the 
second place, I wish to analyze the economic conse- 
quences of the shift from the build- 
up of the military establishment to 
the maintenance of the enlarged 
military establishment. In the third 
place, I wish to explore some of the 
important underlying changes in the 
American economy during recent 
years, especially the last five or six 
years, that affect the balance of in- 
flationary and deflationary influ- 
ences and the capacity of the econ- 
omy to grow. 

The most important fact to bear 
in mind in appraising near-term 
business trends in the United States 
is that the concept of the overall 
business cycle does not apply at 
present to the American economy 


and has not applied to it during a 
large part of the time in the last several years. On the 


contrary, the American economy has been characterized 
by large offsetting movements which have limited both 
its expansion and its contraction. For example, al- 


Continued on page 26 


Prof. S. H. Slichter 


*An address by Dr. Slichter at the First Annual Conference on 
Selling Shares in America, New York City, April 28, 1952. 
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The Muddy Business Outlook 


By MELCHIOR PALY!I 


Commenting on blundering of government “statistical 
oracles” on the business outlook, Dr. Palyi finds current 
“muddiness” and instability of the situation the result of 
monetary, income, investment and fiscal interferences 
which have seriously disturbed the national economy. 
Says recurrent setbacks of business are part and parcel 
of “slow inflation,” as well as the process of correcting 
a disequilibrium. Looks for further “shake down” in 
next few months, and concludes inflationary forces are 
on verge of breaking out again. 


An English friend, one of the keenest observers and 
analysts in the financial center of the Sterling Area, 
writes us (referring to the business outlook): “The 
whole situation is now as clear as mud. Were it not that 

ison ere so many people are slump-minded 
wa) =oand that it is nearly always wrong 

Ls to shout with the crowd, I should 
say that all the signs are for the 
worst deflation since 1931. However, 
threatened men live long, and we 
shall see. If any single aspect of the 
world economic picture ever comes 
clear to you, drop me a line.” 

The muddiness of the outlook has 
very serious One is the role 
the “economists” of the U. S. Gov- 
ernment play in it. Their recurrent 
forecasts since early 1951, that a new 
inffation wave is just around the 
corner, have misled the country and 
the rest of the world. Individual 
forecasters’ errors are their private 
business. But when the government goes into the busi- 
ness of predicting the “cycle”—and does so in a managed 
economy in which the managers are expected to have 
the power to bring about their own predictions—the 
error is cumulative in effect. 


This is the second time since the last war that the 
“authoritative” prophets have blundered inexcusably (a 
good sample of the dangers inherent in a system 
that combines private enterprise with a superimposed 
authoritarianism). What makes their intellectual blun- 
ders a very serious matter is the fact that these statistical 
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The Security I Like Best 


A continuous forum in which, each week, a different group of experts 
in the investment and advisory field from all sections of the country 
participate and give their reasons for favoring a particular security. 


(The articles contained in this forum are not intended to be, nor 
are they to be regarded, as an offer to sell the securities discussed.) 


LOUIS LOBER 


Partner, Lober Brothers & Co., 
New York City 
Members New York Stock Exchange 


Pantepec Oil Co. 

For a low-priced security that 
has the elements for large capital 
appreciation, and yet seems to 
have been overlooked in the 
scramble for 
the numerous 
oil prospects 
that have 
been popular 
of late, I 
choose the 
stock of Pan- 
tepec Oil Co. 
which is 
traded on the 
New York 


Curb E x- 
change. 
Pantepec is 





capitalized for 
3,000,000 
shares of 
which 2,996,872 are outstanding. 
The company as of Dec. 31, 1951 
was borrowing from the Chase 
National Bank $3,500,000. This 
loan was originally contracted in 
1949 in the sum of $9,000,000 and 
was reduced by payments to its 
present amount. Amortization re- 
quirements of the original loan 
were $500,000, quarterly, begin- 
ning with Jan. 1, 1950. In other 
words the company in a period of 
two years reduced this loan by 
the sum of $5,500,000 to leave a 
balance of $3,500,000. For 1952 the 
amortization requirements have 
been reduced from $500,000 quar- 
terly to $125,000 quarterly. This 
leaves Pantepec free to utilize 
$1,500,000 more of its earnings for 
the development and improve- 
ment of its properties than it did 
last year. 


Pantepec owns a 14,876 acre 
(approximately 23 square miles) 
concession known as Mulata in 
the State of Monegas and another 
concession of 17,887 acres (ap- 
proximately 28 square miles) 
known as El Roble in the State 
of Anzoategui both in eastern 
Venezuela. At the end of 1951 
Pantepec’s investment in Mulata 
was about $11,490,000 and that in 
El Roble about $10,800,000, mak- 
ing a total investment in both 
concessions of about $22,290,000. 


Mulata: At present there are 
120 producing wells on this con- 
cession with an average total 
daily production of 6,200 barrels 
of 35° crude which sells at about 
$2.60 per barrel. The average 
depth of these wells is 5,500 feet. 
Included in the 120 wells are 
about 30 wells located in one por- 
tion of the area which due to a 
geological shift have had their 
casing “pinched” resulting in a 
greatly reduced oil flow. To re- 
lieve this condition a re-work rig 
has been assigned exclusively to 
reopen these wells. Another rig 
has been assigned for normal re- 
working of other wells. These op- 
erations are expected to result in 
a substantial increase in presént 
production. 

Present plans for 1952 in addi- 
tion to re-working existing wells 
call for the drilling of one or two 
wildcats in Mulata to reach for 
deeper production probably at 
around 9,000 feet. 

A large stabilization plant built 
jointly with Creole Petroleum at 
an expense of $3,000,000 to each 
company is operated here. Some 
of its functions are (1) to extract 
gasoline from wet gas and blend 
it with processed crude to raise its 
gravity; (2) to stabilize the crude 
by removal of propane and more 


Louis Lober 


volatile fractions; (3) to compress 
the stripped gas and return it to 
the producing zones in order to 
maintain gas pressures as an aid 
to crude production. 


El Roble: At present there are 
18 producing wells on this conces- 
sion with an average total daily 
production of 2,400 barrels of 45 
crude which sells at about $2.80 
per barrel. The average depth of 
these wells is 10,000 feet. 

Present plans for 1952 call for 
the drilling of one well to a depth 
of about 8,000 feet on a block 
that presently has three pro- 
ducers. 

In addition to this, important 
operations have been begun on 
El Roble. Pantepec recently an- 
nounced the negotiation of an 
agreement with Clint Murchison, 
the Texas oil man, under which 
he is to drill at his own expense 
and risk up to eight deep wells 
to depths of between 10,500 and 
12,000 feet to intercept the Mere- 
cure formation. This formation is 
regarded as a steady producer 
based on experience with a well 
(Creole ownership) brought-in 
in November, 1949. Included in 
these eight wells are two holes 
that were drilled by Pantepec 
more than a year ago, one of 
which was carried to about 10,000 
feet which Murchison interests are 
to deepen to the Merecure level. 
This well originally ‘““came-in” as 
a producer but with such great 
pressure that it blew out. I have 
been informed that work has be- 
gun on one of these holes and it is 
expected that within 90 days it 
should be extended to the depth 
of the Merecure formation. 


The main feature of the agree- 
ment is that the production from 
the eight wells mentioned therein 
of oil produced only from the 
Merecure sand will after deduc- 
tion of production cost be divided 
between Pantepec and Murchison 
in the ratio of one to three until 
such time as Murchison’s receipts 
shall have equaled the cost of the 
wells, after which both parties are 
each to receive 50% of the pro- 
duction. 

Individuals intimately familiar 
with Pantepec’s affairs and with 
the geology of the area appear to 
be confident of the success of 
these operations. 


There is an important by-prod- 
uct to this agreement. There are 
known to be three oil producing 
sands in one or more places above 
the depth of the Merecure sand. 
As these formations are inter- 
cepted by Murchison’s drills. 
Pantepec has the right to take 
cores and if oil is indicated, that 
horizon in the Murchison wells 
must be cased off, as Murchison is 
to have no interest in production 
other than in that developed at 
the Merecure level. Pantepec is 
at liberty to drill for its own ac- 
count and at its own expense for 
any or all production that may be 
encountered above the Merecure 
sand. 


Heretofore Pantepec and Cre- 
ole jointly owned the concessions 
which were roughly twice the 
size mentioned above and Creole 
operated the same under agree- 
ment so that as a practical matter 
Creole was the contractor for 
Pantepec. The pro rata cost of op- 
erations in both fields was 
charged to Pantepec and these 
costs included certain charges for 
the use of sundry facilities be- 
longing to Creole that were not 
directly connected with oil pro- 
duction. Also Creole I am told 
was not keen on developing the 
Merecure formation as it was in- 
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This Week’s 
Forum Participants and 
Their Selections 





Pantepec Oil Company — Louis 
Lober, partner, Lober Bros. & 
Co., New York City. (Page 2) 


Union Carbide & Carbon Co.— 
Richard P. Windisch, partner, 
W. E. Burnet & Co., New York 
City. (Page 2) 





clined to regard it as a reserve for 
the future. 

In 1949 the properties were di- 
vided on a checkerboard basis 
between Pantepec and Creole but 
an operating arrangement was 
still in effect. On Jan. 1, 1952, 
this arrangement was terminated. 
One of the effects of the termin- 
ation of this agreement was to 
give Pantepec complete control 
over the development of its hold- 
ings and to place the company in 
a position to accelerate the same. 
Another effect by this reason was 
savings to Pantepec of about 
$100,000 per month for the first 
three months of 1952. If this sav- 
ing runs true for the balance of 
the year it would contribute 
roughly an additional 30c per 
share to earnings. 

Earnings of Pantepec for the 
year ended Dec. 31, 1951 were 
about 40c per share. 


Summary 


(1) Pantepec is an established 
producer. Average production 
presently is about 8,500 barrels 
daily. It owns concessions of more 
than 32,000 acres in Venezuela. 


(2) More of the earnings are 
available for 1952 to develop ad- 
ditional production and improve 
the properties by reason of the 
$1,500,000 reduction in loan amor- 
tization. 

(3) Re-working of the 30 wells 
partly obstructed by pinched cas- 
ing together with the re-working 
of other Mulata wells is expected 
to substantially increase produc- 
tion. 

(4) The agreement with Mur- 
chison could result in (a) the lo- 
tion of oil (without expense to 
Pantepec and to which Pantepec 
will have the sole right) in strata 
lying above the Merecure; (b) 
production developed in the Mer- 
ecure and subsequent operations 
therein could place Pantepec 
among the larger producers of 
Venezuelan crude. 

I believe that potentialities for 
the growth of the company pre- 
sent Pantepec as an interesting 
situation. 

The writer has a long position 
in Pantepec which was acquired 
by purchase on the New York 
Curb Exchange at recent prices. 


RICHARD P. WINDISCH 


Partner, W. E. Burnet & Co., 
New York City 
Members, New York Stock Exchange 


Union Carbide & Carbon 


The security I like best is the 
common stock of Union Carbide & 
other 
the 


Carbon as I can find no 
company which can 
consistent rec- 
ord of for- 
ward vision 
and adaption 
to technolog- 
ical progress 
which this 
company’s 
management 
has displayed 
during the 
entire 65-year 
history of the 
corporation 
and its divi- 
sions. Its pre- 
decessor com- 
panies were 
originally the leading makers of 
acetylene gas for automobile 
lamps and carbon pencils for 
street lamps. Both of these mar- 
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Volume 175 


Inflation or Freedom—The 


Campaign Issue of 1952 


By IRVING 8S. OLDS* 
Chairman of the Board, United States Steel Corp. 


Stating “inflation has cost us our shirts and the President has 
taken our plants,” U. S. Steel executive emphasizes that 
inflation and free enterprise are incompatible. Traces ravages 
of inflation and its disastrous effects on business. Says steel 
profits have been misrepresented and chances of expanding 
industry out of profits have become bleaker. Warns of wage- 
price spiral if steel wage award is put into effect, and attacks 
controls as instrument of disaster. Concludes government has 
fostered inflation and government alone can stop it, and the 


principal issue to be decided 
November is the question 


Tonight I have been asked to 
discuss “Inflation and Free Enter- 
prise” as an issue in the coming 
campaign. That is a broad topic 
which clearly 
should cal] 
for avery 
profound 
speech, but it 
has been said 
that apro- 
found speech 
is one which 
leaves both 
the speaker 
and his audi- 
ence in a state 
of complete 
confusion, 
And lI find 
myself some- 
what embar- 
rassed by the 
fact that the confusion which has 
emanated from Washington on 
this subject is already complete. 
Nothing I can say could possibly 
add to that confusion; and if any 
man is capable of subtracting 
from it, that man is the other 
speaker on this program — the 
Honorable John Taber. So I shall 
rely upon him, confidently, to do 
the subtracting. 

For my part, I am simply going 
to discuss this issue in the pitiless 
—and pitiful—light of experience. 
As a steel man, I am, perhaps, 
qualified to do that. 

Experience, you know, is what 
you have left after everything 
else has been lost: and we, in the 
steel business, have had plenty 
of experience recently. Inflation 
has cost us our shirts; and the 
President has taken our plants. 

Reduced to such extremities—— 
I submit—no man can be pro- 
found. 

So let me say, very simply, that 
inflation—and the policies through 
which our government is sup- 
posedly trying to deal with it— 
constitute, in my opinion, the most 
critical issue in the coming cam- 
paign. 





Irving S. Olds 


Inflation and Free Enterprise Are 
Incompatible 


It is not a matter of inflation 
and free enterprise; it is a ques- 
tion of inflation or free enter- 
prise. We cannot have both. They 
are incompatible and irreconcil- 
able. They cannot even exist, side 
by side, in the same economic 
climate. The experience of man, 





*An address by Mr. Olds before the 
Academy of Political Science, New York 
City, April 24, 1952. 


by the people at the polls in 
of “inflation or freedom.” 


throughout the ages, has proven 
that conclusively. 

The pages of history are filled 
with the obituaries of the once- 
great nations which have been 
ravaged by the disease of infla- 
tion; and in every case that I 
have discovered, the malady has 
begun in the same way and has 
run the same, identical course to 
the same disastrous conclusion. 

Inflation invariably is govern- 
ment-produced. It originates with 
the profligate expenditure of gov- 
ernment funds and it always fol- 
iows war, because war, of course, 
is the most wasteful expenditure 
of a nation’s resources—financial, 
material and human. 

The disease strikes when the 
government's income is no longer 
sufficient to meet these prodigal 
expenditures. In an effort to stave 
it off, the government usually 
levies confiscatory and ruinous 
taxes upon its most productive 
citizens; but when these taxes can 
no longer produce enough revenue 
to pay for the nation’s extrava- 
gance, the government does one, 
or both, of two things: It debases 
the coinage through outright de- 
valuation; and it issues printing- 
press money — either directly or 
through the indirect method 
which has found favor with our 
own Administration here at home. 
At this point the first symptoms 
of inflation appear quickly. 


Ravages of Inflation 

The supply of money is sud- 
denly and greatly increased; but 
there is no corresponding increase 
in the supply of goods and serv- 
ices that the people wish to buy 
with that money. So the price of 
everything in the market is bid 
up higher and higher. But as the 
cost of living goes up, the people 
demand more and more for what- 
ever they have to sell—be it their 
labor, or their products and serv- 
ices. And so begins the endless 
wage-price spiral which is the in- 
evitable consequence of inflation. 
The government, too, of course, 
is soon caught in this spiral which 
it has started. Its own expenses 
rise and its deficit grows. So it 
resorts to more inflation, prints up 
more money, and raises taxes still 
further, if possible. Then the 
people begin to realize that a dol- 
lar saved is 50 cents lost: and the 

critical stage has been reached. 
Inflation and taxation, together, 
auickly despoil the accumulated 
savings of the people, and destroy 
Continued on page 22 
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The Carpets Are Down 


By IRA U. COBLEIGH 
Author of “Expanding Your Income” 
A backward look at the beating the carpet companies took in 
1951, with some comments on their ability to weave perhaps 
a more favorable market pattern this year. 


With so much talk in the past 
year about ceilings, it would now 
seem to be high time to shift the 
conversation to floorings—so to- 
day let’s talk 
about carpets. 
They’re pretty 
important in 
the lives of all 
of us. There’s 
usually a car- 
pet leading up 
to the church 
when we get 
married; we 
pace the car- 
pet when 
we're nervous 
(or the baby 
is); we're “on 
the carpet” 
with the boss 
when our business efficiency slips, 
and carpets on the stairs often 
provide welcome sound-proofing 
for the returning reveler. Even in 
this age of jet propulsion, the most 
fabulous form of transportation 
is still the “magic carpet.” We 
just can’t get along without them. 

Another thing, expanding levels 
of personal income in America 
have developed new demands for 
domestic comfort. So it is that not 
only are the yearly million or so 
of new homes, for the most part, 
carpet-bearing in living, dining 
and bedroom areas, but wail-to- 
wall carpeting in older homes, 
apartments, and in swank busi- 
ness offices has become impor- 
tantly de rigueur. And if you 
really want to see a broad ex- 
panse of broadloom, just buy a 
ticket for any big movie theater, 
and you'll be up to your knees in it! 

But the business of turning out 
all these miles of elegant tread- 

uing has been fraught with 
co. petition — rugged competition 
—if you'll pardon the expression! 
Right after World War II, though, 
it was duck soup. Pent-up demand 
for carpets bulged both produc- 
tion and prices, and from 1946 
through 1950, with some slacken- 
ing in 1949, production, gross and 
net of standard companies showed 
handsome gains—gains reflected 
in high prices for carpet shares in 
1946, 1948 and 1950. Till the start 
of 1951, all looked rosy. True, the 
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price of imported wool (basic 
carpet ingredient) had risen 
steadily from 80c a pound in the 
spring of 1950, to some $2.20 in 
February, 1951, but this had been 
offset by hiking the price of car- 
peting, without visible loss of de- 
mand. So it was that a little over 
a year ago retail prices in this 


trade, and inventories, were at 
summit levels when demand 
drooped. It was only logical for 


the standard and classic economic 
remedies to be applied. Wool buy- 


ing virtually ceased, operating 
costs were trimmed, and price 
slashing was widespread — “rug 


cutting” without an orchestra! In 
view of all this, it is no mystery 
that 1951 statements of carpet en- 
terprises made bad reading for 
bankers and stockholders, and 
bogged down the Stock Exchange 
prices for rug equities to the low- 
est prices in years—in which gen- 
eral level most have remained 
and are now discernible. Carpet 
makers (along with a number of 
textiles) have been going through, 
if not depression, then at least a 
whale of a big dent. 

But, as you know, the history 
of successful speculation has, in 
many cases, been built around 
low priced entry into depressed 
industries; and it appears not il- 
logical to suggest that such a sit- 
uation may now exist in the car- 
pet trade. There are three com- 
panies in this field where, on all 
counts, inflation is noticeably &ab- 
sent, where important factors of 
leverage are built in, and where 
substantial restoration of earning 
power is well within the realm 
of prediction. 

First, let’s talk about Bigelow- 
Sanford, the largest rug manufac- 
turer in the U. S. In line with the 
above industry pattern, net sales 
of BGS slumped from $97.7 mil- 
lion in 1950 to $77.5 million in 
1951 and operating profit dove 
from $12.1 million to a deficit of 
$2.5 million in the same 2 years. 
A lot of the problem here is wool, 
bought high, and sold low in car- 
pet form. To get away from the 
volatility of this wool price, BGS 
has taken some very forward 
steps. In 75% of its woven produc- 
tion, for its 1952 Spring Line, vis- 
cose rayon will be used. To supply 
itself with this, Bigelow-Sanford 
purchased the Hartford Rayon 
Corporation and at Rock Hill, 
Connecticut is developing a plant 
to produce 18 million pounds of 
rayon annually. For this purpose 
(as well as to finance a large in- 
ventory) new capital was added 
last year so that today, with $17 
million funded debt, $3,960,450 in 
412% preferred, a lot of powerful 
market leverage can be applied 
to the 993,963 shares of common. 
Now quoted at $1634, BGS is pay- 
ing at the rate of $1 a year in 
dividends, with per share earnings 
projected by some analysts as high 
as $2.80 for 1952. If carpet shares 
bounce back, could be that BGS 
might be speculative but springy. 

Another big carpet creator is 
Alexander Smith, Inc. It was hard 
hit in 1951 showing a net loss of 
$1.9 million; and passing entirely 
its regular quarterly dividend due 
in March of this year. This 77-year 
old company took a lot of codrrec- 
tive steps, however. Payrolls were 
trimmed by roughly 44. The com- 
pany entered the cotton rug field 
and hopes for gross sales of $4 
million in that department this 
year. To duck profit erosion, due 
to high wool prices, Alexander 
Smith too, has shifted to synthetics 
and 70% of its current output in- 
cludes these fibres. 

The linoleum division has been 
completely reorganized at the 
management level; and a bright 


sales future is planned for a low 
priced Koroseal floor covering 
seveloped jointly with B. F. Good- 
rich & Co. and offered for the first 
time this January. 

These things, together with 
streamlining the Yonkers mill, and 
completing a new southern plant 
at Greenville, Miss., suggest new 
horizons of future earnings, and 
tend to make just a little less spec- 
ulative, the purchase of AXS com- 
mon at today’s price of $15%, 
within a point of the all time low; 
and a far cry from 55% in 1946. 
There’s leverage here, too, with 
$14,150,000 funded debt, about $11 
million in preferred ahead of 937,- 
925 common shares. Some solace 
for the timid, who dabble here, 
may be found in the fact that since 
1874 Alexander Smith has paid 
dividends in every year except 
1930-2, and 1938. This may be no 
“magic” carpet, but it could con- 
ceivably gain altitude, perhaps 
with you aboard! 


Another corporate carpet crea- 
ture slogging away at practically 
all time lows on the Stock Ex- 
change is Firth Carpet Company 
at $10%. An honorable name in 
carpets for 64 years (with a net 
profit in 60 of them) Firth has a 
solid background. It fought the 
problems of its industry in 1951, 
and saw a 1950 net of $2,154,059 
dwindle to $338,032 for the next 
12 months. . 


Some 90% of sales of Firth pro- 
ducts is through wholesale distrib- 
utors by exclusive franchise. This 
has proved an effective sales tech- 
nique, and so close has this dis- 
tributor relationship become, that 
most of them are stockholders. 
Further, of the 581,578 shares of 
Firth common outstanding, rough- 
ly 34% is owned by officers. This 
naturally creates a good esprit de 
corps. 

Some $3,570,000 of net earnings 
has been reinvested in plants in 
the last five years, and the plants 
at Firthcliffe, Newburg and Au- 
burn can now turn out 6 million 
square yards of carpet per year. 
Firth, like the others we’ve been 
looking at, has added synthetics to 
its wool. It purchases its rayon and 
acetate fibres mainly from such 
eminent producers as American 
Viscose and Celanese. 


It’s just a little difficult to see 
how Firth Carpet with its sound 
current balance sheet, energetic 
management, and improved sales 
prospects for 1952, could provide 
too great hazards for speculatively 
minded stock buyers at today’s 
price. A maintenance of 1951 div- 
idends would provide about a 10% 
yield currently. 


Please remember in all that has 
been said here that carpets are 
both volatile and cyclical, and no 
one should enter without both ap- 
preciating the risks and getting 
all the latest financial data (only 
touched upon here). But the in- 
dustry-wide wool price hazard is 
being definitely counteracted by 
switch to synthetics. In 1950, 13 
million pounds of rayon were used 
in the rug industry against 200 
million pounds of wool. The rayon 
fraction will expand perhaps four- 
fold in 1952, and profitability in 
the entire trade may importantly 
depend on the substitution of ray- 
on for a major portion of previous 
wool requirements. Meanwhile 
rug demand, spurred by more at- 
tractive prices, is on the upturn. 
Further, the carpet industry is to- 
day in better position to keep 
wage rates within reasonable 
bounds than other more prosper- 
ous lines. 


So while, at the moment, the 
carpets are down, there is much 
logic to suggest that if they have 
any place to go right now, it may 
be up. And if that idea impresses 
you, then delve further into the 
above items, and perhaps extend 
your research to include Mohawk 
and James Lees & Sons. This field 
may offer no royal road from rugs 
to riches, but it might build up a 
cushion of market profit! 
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Natural Gas Transmission Industry 


By L. E. KATZENBACH* 


Partner, White, Weld & Co. 
Members, New York Stock Exchange 


Mr. Katzenbach reviews development of natural gas industry 
and its favorable competitive position as source of fuel and 
power. Says, despite optimistic outlook, natural gas transmis- 
sion industry has its problems, such as higher taxes, increas- 
ing cost of product, and current low rates and charges. Holds 
natural gas reserves are sufficient to carry gas transportation 
companies beyond two decades, and their sinking funds are 
ample to liquidate their high capital indebtedness. 


Looking back over the last sev- 
eral years the record of the 
natural gas transmission industry 
stands out as one of really re- 
markable growth and progress. 
Paralleling this growth there has 
been a corresponding broadening 
of investor interest. I am sure, for 
example, that almost all of you 
feel you have a much better un- 
derstanding of the industry today 
than was true several years ago. 
Things have happened so fast, 
however, that it may be helpful 
to refer initially to a few basic 
facts about the natural gas trans- 
mission industry and to stand 
back, as it were, to have a per- 
spective look at the industry pic- 
ture today. 


The driving force of our econ- 
omy depends upon four principal 
sources Of energy. Many of you 
may be surprised to know that 
natural gas accounts for about 
one-fifth of the energy consumed 
in this country. Petroleum ac- 
counts for about a little better than 
than one-third; coal for a little bit 
more than two-fifths; and water 
power for the balance of about 5%. 
Ten years ago natural gas ac- 
counted for only about 10% of 
our total source of energy. No 
wonder the coal interests have 
been so active in Opposing expan- 
sion of the natural gas transmis- 
sion industry! The increasing 
share of the source of energy con- 
tributed by natural gas has come 
about largely at the expense of 
bituminous and anthracite coal. 

It is fundamental to a clear un- 
derstanding of the position of na- 
tural gas that we recognize the 
competitive position of natural gas 
with coal and oil. This picture 
cannot be covered thoroughly in a 
brief discussion; however, we may 
observe a few important basic 
facts, 


Competitive Position of Natural 
Gas 


For industrial applications the 
most important competitive factors 
are price per Btu, expense of han- 
dling and dependability of supply. 
For residential and commercial 
applications the same factors must 
also be taken into consideration, 
but in their case, and particularly 
in the residential category, con- 
venience and ease of handling are 
apt to weigh more importantly 
than the matter of price alone. 

In order to illustrate the com- 
petitive advantage of natural gas, 
we may cite some price compari- 
sons. Taking an average of 8 large 
cities where natural gas is avail- 
able, we find that for heating pur- 
poses natural gas undersells coal 
by about 10% and undersells oil 
by about 25%. Unquestionably 
natural gas as a source of fuel for 
heating is preferred by most home 
owners quite apart from the price 
consideration. This has been very 
forcefully demonstrated by the 
fact that in some communities 
where only high cost manufac- 
tured gas has been available the 
gas companies have in the past 
been unable to supply the demand 
for gas for house heating, even 
though the cost to the customer 
is materially higher than the cost 
of oil. Consider, then, the competi- 
tive position of natural gas in 


*A talk by Mr. Katzenbach before 
Eastern Pennsylvania Group of the In- 
vestment Bankers Association of Amer- 
ica, Philadelphia, Pa., April 25, 1952. 





areas where it’s actually cheaper 
to heat with this preferred fuel. 

Perhaps most of you are aware 
of the reason why natural gas is 
available in so many areas at less 
than the customers would be per- 
fectly willing to pay. First of all, 
natural gas has been available in 
the Southwest at low prices be- 
cause supplies have been so much 
greater than the demand—the de- 
mand consisting of that needed for 
local use plus the capacity of pipe 
lines to carry the gas to other 
markets. Secondly, the pipe line 
companies are not permitted to 
sell the gas which they deliver at 
a price reflecting its economic 
value because if they did so, they 
would earn more than what is 
considered a fair rate of return 
On their property investment or 
their rate base. Carry this a step 
further: the distribution company 
which buys gas on an undervalued 
basis from the transmission com- 
pany is likewise not permitted by 
state regulation to charge what 
the market can bear, or it too 
would earn in excess of a so-called 
fair rate of return. 


As you all realize, the price of 
natural gas in the field has been 
increasing as a direct result of a 
substantial growth in the local 
demand from industry and other 
users and, because of expansion in 
pipe line capacity. The pipe lines, 
also experiencing higher expenses 
and taxes, are now being forced 
to raise their rates in order to 
offset these increases. The ques- 
tion arises: will not natural gas 
lose its competitive advantage and 
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A slight improvement was noted in total industrial production 
last week which reversed the decline of the three preceding weeks 
and once again placed the nation’s output on a par with the high 
level of a year earlier. Armament, chemical and machine-tool 
plants offset the year-to-year drop in the production of textiles 
and some consumer goods. 


In the field of employment, claims for unemployment insur- 
ance benefits dipped for the eleventh straight week, but continued 
to be about 31% higher than a year ago. 


Steel ingot production last week rose to 100.4% of capacity, 
which was almost the level before the wage-price dispute ham- 
pered operations. 


Steel companies won't bite on the $3-per-ton price bait the 
government is dangling in the hope of landing a whopping wage 
increase for steelworkers, according to “The Iron Age,” national 
metalworking weekly, since granting the full wage increase of 
26 cents an hour (30 cents by industry figures) recommended by 
Wage Stabilization Board would cost steel firms $12 a ton, or 
four times the amount the government is using for bait. 


The $3-per-ton price “relief” comes in the form of cost-price 
adjustments under the Capehart Amendment to the Defense Pro- 
duction Act and it covers higher costs between Korea and last 
July 26. The industry is entitled to it under the law, and it has 
nothing to do with price relief to offset any current wage in- 
crease to be granted, this trade journal points out. 


Normally, industries eligible for price adjustments under the 
Capehart Amendment take the initiative in asking Office of Price 
Stabilization to issue a specific price regulation. But the steel 
industry has refrained from seeking Capehart adjustments. Steel 
people fee] that accepting such increases would weaken their case 
for higher prices to offset higher wages recommended by WSB. A 
total price rise of $5 to $5.50 a ton may finally be granted to offset 
partly the cost of the wage package. 


It has been suggested, this trade authority observes, that Com- 
merce Secretary Sawyer might put the price increases into effect, 
since he technically operates the steel companies as a result of 
President Truman’s seizure order. This is to be doubted. Such a 
move would compound legal actions which companies are already 
bringing against the government. 


On Tuesday of this week, Federal Judge David A. Pine ruled 
that President Truman’s seizure of the steel industry was uncon- 
stitutional and stated he would prohibit Steel Administrator 
Sawyer from enforcing any White House seizure orders.—[Ed.] 


Although the steel market is definitely tighter than it had 
been in recent weeks, consumers aren’t impressed. Their inven- 
tories remained relatively intact through the short shutdown. They 
are generally sitting tight with an adequate supply of steel. While 
products such as carbon bars and heavy plates and structurals are 


tight in all areas, hunger is gone from the market, this trade maga- 
zine states. 


Many consumers are looking right past current shortages. 
What they see is making them cautious. They expect steel to be 
easier during the second half of the year. A good many (but not 
all) steel people share this view. One producer is reported to 
have told a scrap supplier he expects no better than 85% opera- 
tions during the second half of the year, this trade weekly notes. 

Return to a competitive market in steel may touch off one 
of the bitterest scrambles for business in the history of the indus- 
try. Producers are looking at already high breakeven points, a 
decline in net income percent of sales, higher debt, higher fixed 
costs. If competition really gets tough they’ll trim selling prices— 
both base prices and extras. First, though, they’ll reduce the cost 
to the consumer by paying part of the freight charges, concludes 
“The Iron Age.” 

; Automotive output last week rose nearly 3% to reach a new 
high for 1952, according to “Ward’s Automotive Reports.” An esti- 
mated 125,799 cars and trucks left United States assembly plants, 
compared with the previous high for the year of 124,035 at the 
close of March. Output was still well under the 153,586 units built 
in the like week of 1951. 

General Motors accounted for much of the gain in production. 
Saturday overtime is being scheduled at several General Motors 
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How To Defeat 


Moscow’s 
New Offensive 


By A. WILFRED MAY 


This is the third in a series on the implications of 
the International Economic Conference in Moscow, 
which Mr. May attended as a correspondent. 


The insincerity of Moscow’s 
gestures of vast imports made to 
the West during the recent Eco- 
nomic Conference (the pilot step 
in a new of- 
fensive), has 
been quickly 
and effec- 
tively demon- 
strated in her 
arbitrary 
break-off of 
trade-agree- 
ment negotia- 
tions with 
Norway. 

The true 
character of 
the Soviet’s 
bilandish- 
ments of pur- 
chases of large 
quantities of 
surplus textiles, and the sound 
reaction of the British Govern- 
ment — as contrasted with the 
“amateurs” who bivouac out- 
side the Kremlin—has just been 
well depicted by Mr. Henry Hop- 
kinson, its Secretary of Overseas 
Trade. 

“I welcome any genuine ar- 
rangement for selling more of our 
textiles to any country and by 
whatever method it may be nego- 
tiated, howeve r unorthodox,” 
says Mr. Hopkinson. “It is quite 
untrue that, as frequently sug- 
gested in Communist circles, the 
United States Battle Act [which 
restricts shipment of strategic 
materials, among other provisions, 
to the Soviet bloc] or our 
own restrictions on _ strategic 
grounds entail an embargo on our 
trade with the countries behind 
the iron curtain. There is already 
a large exchange of trade between 
the United Kingdom and east 
European countries, notably the 
Soviet Union. There is also an 
immense range of textiles and 
other goods which we should not 
only be prepared but pleased to 
sell to the U. S. S. R., the east 
European satellites and China. 

“I myself, when taking part in 
the seventh session of the United 
Nations Economic Commission for 
Europe in Geneva, made an ap- 
peal on March 7 to the eastern 
European delegates to buy more 
textiles and consumer goods from 
western Europe. I met with no 
response other than pious gen- 
eralities in regard to the need to 
increase east-west trade. 

“Now we hear of these sensa- 
tional offers to British visitors to 
the Moscow conference. The fact 
is that there was no need for these 
special negotiations to enable our 
export trade to be expanded. That 
trade is there and always has 
been there for the taking. There 
is no barrier on our side to the 
negotiation of new business in 
non-strategic goods through nor- 
mal commercial channels. 

“The Board of Trade has been 
pressing official Soviet represen- 
tatives in London for a consider- 
able time to buy our consumer 
goods. Many of our exporters also 
were in touch with them long be- 
fore the Moscow conference was 
planned. As far as China is con- 
cerned, there are old-established 
British business firms in Hong- 
kong and in China itself only too 
willing to take orders for textiles 
and other consumer goods, There 
was no need to go to Moscow to 
negotiate these deals. 

“It is ironical that at the very 
moment that the conference was 
taking place a fresh drive was 
launched in China to squeeze out 
the British merchants still at- 


A. Wilfred May 


tempting to carry on trade. While 


the amateurs are disporting them- 
selves in Moscow export traders 
established for generations in 
China, who have, moreover, pin- 
ned their hopes on continuing to 
do business with Communist 
China, are being increasingly 
squeezed out. The whole present 
policy of the Chinese authorities 
is the negation of the proposals 
which are now being brought back 
by delegates at the Moscow con- 
ference.” 


Our Vulnerability 


Despite the wide-open loopholes 
in the Soviet’s “Conference Show,” 
it must be emphasized and re- 
emphasized that its strategy is 
diabolically clever and its objec- 
tives must not be handed over by 
default. Stalin’s picture of the 
Battle Act and our fictional em- 
bargo on Western shipments of 
non-strategic as well as strategic 
goods, with our alleged aggrava- 
tion of their national unemploy- 
ment and foreign exchange prob- 
lems, has undoubtedly inserted a 
new wedge between us and our 
so-so friends, and widened the al- 
ready-existing wedge between us 
and the many outright anti-Amer- 
icans throughout the world. Fur- 
thermore, to our own nationals the 
Conference-device will be high- 
lighting the fact that many of our 
“allies” do trade with the Russian 
bloc, a factor which would grow 
more serious if we run into a 
business depression. 


In the military sphere, too, the 
strategy of this economic offen- 
sive may do us great harm; in 
softening up our Allies’ armament 
activities by continued hammer- 
ing-in of the thesis that—insti- 
gated by us for our nefarious self- 
ish interest—they are interfering 
with trade and living standards. 


Affirmative Counter-Action 


What can we do to combat this 
new Soviet-propelled offensive 
via the economic front? Fortu- 
nately there are definite construc- 
tive steps which we, as spiritual 
and material leader of the West, 
can and must take. 


First, we can tell the world the 
economic facts of life, as they per- 
tain to Moscow’s trade blandish- 
ments. The very small figure that 
Russia can possibly cut in the 
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world trade picture should be 
meticulously explained—in lieu of 
resorting to epithets like “propa- 
ganda” in characterizing her past 
and future conference activities. 
Again, the inconsistency ~~ 
the Kremlin’s agitation for a Si 
Curtain for trade, on the one hand, 
and its Iron Curtain elsewhere, 
should be pointed out. With the 
Oatises holding valid American 
passports residing in Soviet jails 
or worse, what appetite shall our 
businessmen have for chasing or- 
ders behind the Iron Curtain? 


Sense in Our Trade Policy 

But mere words will not suffice 
in the level of constructive action; 
trade policy with our Western 
friends must be remedied in the 
direction of reversing our increas- 
ing tendency toward raising our 
barriers and furthering over-all 
autarchic policy. We must stop 
the avidity of special interests in 
trying to exploit the escape- 
clause provisions of the Trade 
Agreements Act of 1951. Election 
year or not, the Secretary of Ag- 
riculture must refrain from cater- 
ing to the farmer with import 
quotas which are provided for his 
use under a rider to the Defense 
Production Act. And proposals 
like Senator Capehart’s for low 
import quotas on a long list of 
raw materials must be deemed 
completely out of order. If we 
don’t want our friends to fall for 
the Kremlin line, the least we can 
do is to trade with them ourselves! 

We must either fish or cut bait 
with reference to Point Four-ism. 
As a result of the new Stalin Plan 
promises of unlimited quantities 
of capital goods for underdevel- 
oped countries, combined with 
their instigated grousing over our 
strings and “niggardliness,” it will 
behoove us either to withdraw 
completely from our present Point 
Four program or else chase our 
dissatisfied beneficiaries with 
ever-increasing largesse. 


A Clearcut Political Program Vital 

But it is in the political sphere 
that it is most important for us 
to get our house in order. Our 
valid indictment of Moscow’s trade 
maneuverings rests on the fact 
that trade questions exist within 
a controlling political framework. 
Hence we must decide in a clear- 
cut manner and explain to our 
friends just what our long-range 
political policy is — regarding 
Cold-Hot-Tepid Warism, and Con- 
tainment, with us calling the 
shots. Without a clearcut political 
policy, it will remain impossible 
for our friends or ourselves to act 
intelligently or consistently in 
matters of trade—and to combat 
either the Kremlin’s economic or 
political offensives! 
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How to Improve Public 
Debt Management 


By DONALD B. WOODWARD* 


Second Vice-President, 


Mutual Life Insurance 


Company of New York 


Asserting essential problem of public debt management is to 
lessen forces for economic, political and social instability, Mr. 


Woodward recommends: (1) 


adoption of Senator Douglas’ 


proposal that Treasury follow Federal Reserve’s lead on mone- 

tary policy; (2) correction of inflationary bias of Employ- 

ment Act of 1946 by stressing importance of maintaining 

constant value of dollar; (3) increase in interest rates on Fed- 

eral securities to encourage buying and holding by non-bank 

investors; and (4) more reliance on “market place” as guide 
in Treasury financing. 


The public debt must be dis- 
cussed with the greatest respect. 
For one reason, it must be judged 
very nearly 
hallowed and 
sacrosanct, so 
diligently has 
it obeyed that 
injunction 
given toearth- 
ly things on 
both the fifth 
and sixth days 
of Creation. 
“Be fruitful, 
and multi- 
ply.” ! For an- 
other reason, 
the public 
debt makes 
each of us a 





Donald B. Woodward 


debtor, and the poet solemnly 
tells us: 
“The time for payment comes, 


early or late, 
No earthly debtor but accounts 
to Fate.” 2 


And for yet a third reason, we 
should discuss the debt with re- 
spect: Alexander Hamilton has as- 
sured us that “a national debt, 
if it is not excessive, will be to 
us a national blessing.” 3 — end 
some of the current-day pundits 
seem to go farther to suggest that 
the greater the debt the greater 
the blessing. 

I shall try, respectfully, to make 
six main points covering what 
seems most important about the 
cceature. 


Salient Features of What Is Called 
the Public Debt 


First, let us look at some of the 
salient features of what is called 
the public debt, and how it has 
evolved in these regards since 





*An address by Mr. Woodward at the 
Soring Meeting of the Academy of Politi- 
«al Science, New York City, April 24, 
1252. 


1930. This will require about five 
minutes of fairly heavy statisti- 
cal discussion, lightened by pic- 
tures, after which the going will 
be easier, I hope, for those less 
numerologically minded. 

Size: The total of what is called 
the public debt at the end of 1951 
was $260 billion. This was $7 bil- 
lion more than at the end of 1948 
just before the last business reces- 
sion but $18 billion lower than at 
the end of 1945. It was more than 
four times the total at the open- 
ing of World War II and 16 times 
that at the end of 1930. Barring 
Treasury receipts and/or expendi- 
tures very different from what is 
now expected, this total will rise 
several billions during the next 
24 months. 


How is this large amount con- 
stituted? Have there been signifi- 
cant trends in the vast increase 
over the 21 years? 


Types of Issues: Almost a third 
of the total at the end of 1951 was 


made up of bills, notes, certifi- 
cates, and non-interest-bearing 
paper, and another third was 


made up of marketable bonds. 
The remaining third was made up 


of special issues and savings bonds, 
with the special issues making up 
about a seventh and the savings 
bonds about a fifth of the total. 
From 1930 to date there has been 
a declining tendency in the pro- 
portion of the debt that is market- 
able, and particularly in the pro- 
portion in marketable bonds, 
offset by a sizable rise in the 
proportion in the form of savings 
bonds and special issues. All this 
is shown in a chart which I have 





1 Genesis 1, 22 and 28. 

2“*The Widow in the Bye Street,” by 
John Masefield. 

3 Letter to Robert Morris, 


April 30, 
1781. 
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entitled “Public Debt by Type of 
Issue.” This chart has been con- 
structed to show the relative size 
of the total debt in the width of 
the bars. and the percentage dis- 
tribution of the debt in the divi- 
sions of the bars.* 

Let us look farther 

Maturity: Just over half of what 
is called the debt at the end of 
1951 had a maturity within ‘five 
years, and aimost another quarter 
was savings bonds, which are pay- 
able on demand. The trend to- 
ward another and shorter term 
has been persistent: Twenty-one 
years ago the Treasury could not 
be called on to meet about three- 
quarters of the debt for more than 
five years; now it must be pre- 
pared to meet three-quarters of 
the vastly larger total within five 
years. 

Ownership: Nearly half of what 
is called the public debt was at 
the end of 1951 held by commer- 
cial banks, Federal Reserve banks 
and U. S. Government accounts, 
and more than an additional fifth 
was held by owners of savings 
bonds. This left less than a third 
of the total held outside of com- 
mercial banks, government agen- 
cies and holders of demand paper. 
To state it the other way, at the 
end of last year less than a third 
of the debt was held by non- 
Federal Government, non-banking 
investors willing to hold other 
than demand paper. Over the 
years there has been a persistent 
trend toward a smaller proportion 
of the debt in the hands of non- 
Federal Government, non-banking 
investors willing to hold other 
than demand paper. 


Coupon: Only an eighth of what 
is called the debt now bears a 
coupon rate of more than 2%%. 
All the rest carries 242% coupons 
or less, or is in variable rate paper 
payable on demand. The propor- 
tion over 242% is slightly higher 
than in 1945 or 1948 but far below 
prewar. 

To summarize—and to leave the 
statistical forest—what is called 
the public debt over more than a 
fifth of a century has been greatly 
enlarged and its make-up enor- 
mously altered in every important 
regard. The first point I want to 
make is that the debt is much 
larger, but a much higher propor- 
tion is in non-marketable form, in 
shorter maturity, held by non- 
traditional investors, and in lower 
coupon. 


Salient Features of the Entire 
Public Debt 

I have carefully referred to the 
$260 billion which I have been 
discussing as “‘what is called the 
public debt,” and the second point 
I want to make concerns the nom- 
enclatural qualification. The fact 
is that in the public debt—and in 
some other subjects as well—we 
are the prisoners of past conven- 
tions and, like the bygone horse, 
wear blinders which hide from us 
important parts of the landscape. 

Had you thought that the public 
debt now in fact is lower than at 
the end of the war? Let me read 
to you from the Federal Reserve 
Board’s reply to the Patman Sub- 
committee questionnaire: 

“Federal lending agencies com- 
prise more than 20 individual 
agencies that make credit avail- 
able of specified types or to spe- 
cified groups of private borrowers 
either by lending directly or by 
insuring or guaranteeing loans 
made by private financing insti- 
tutions. Altogether these agencies 
are responsible for a substantial 
volume of credit extensions. Their 
outstanding loans and loan guar- 
antees or insurance, domestic or 
foreign, have increased at an aver- 
age annual rate of $5% billion 





4For this and subsequent charts and 
much other aid in preparation of this 
aper, I am indebted to my colleague, 
r. Norman Miller. 
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since 1946, and totaled about $38 
billion in mid-1951.” 5 

Little if any of this is included 
in what in what is cusiomarily 
called the public debt. But while 
suggestive that something goes on 
that is not just what it seems in 
the conventional view, this state- 
ment is far from all-inclusive. It 
covers only the lending agencies, 
while in fact there is much more. 
Let me propose a definition of the 
public debt to you. 

The public debt actually is a 
mass of contracts to transter mon- 
etary claims within society through 
the Federal Treasury, with the 
tax power as the ultimate sort. 
The $260 billion usually called the 
public debt is a part, but only a 
part of that total, and the addi- 
tion of the lending agency total 
as tabulated by the Federal Re- 
serve still does not provide the 
whole story. The public debt, in 
addition to the conventional part 
now standing at $260 billion, is 
made up of guarantees and insur- 
ance of a huge volume of real 
estate loans, commitments to make 
subsidy payments on numerous 
large real estate developments, 
commitments to make payments 
to millions of individuals upon 
the occurrence of a large number 
of contingencies, insurance of a 
great volume of bank deposits and 
shares in savings and loan asso- 
ciations, commitments to make 
payments certainly or on some 
contingencies to a number of for- 
eign countries and international 
agencies—to mention some of the 
major ones. 

So beblinkered—to use a term 
from Alexander Sachs—have we 
been by the obsolete conventional 
concept that no measure of the 
public debt has been developed. 
We do not know, we do not even 
have an approximation, of the to- 
tal public debt. We don’t even 
know how to measure it or to 
value it. 


Not knowing the total, nor the 
amount of many of the constituent 
parts, we cannot analyze the large 
non-conventional, but very real, 
part of the public debt. But the 
available evidence indicates that 
it accentuates, quite markedly, the 
salient feature we discovered in 
looking at the conventional part 
of the debt. A large part of this 
non-traditional public debt is pay- 
able on demand, or on short-term 
if contingencies materialize. An 
important part of this non-tradi- 
tional debt bears no interest rate, 
or a low rate—at least lower than 
if it stood on its own without the 
government endorsement. An im- 
portant part of it is held by un- 
orthodox owners, particularly 
bank or government agencies. 
Most of it is in types of issues 
that holders would not accept, at 
least in such volume, without 





5 Monetary Policy and the Management 
of the Public Debt, U. S. Government 
Printing Office, 1952, p. 269. 

6 For more extensive discussion, see 
“Public Debt and Institutions,” by Don- 
ald B. Woodward, “American Economic 
Review,” May, 1947. 
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special privilege: ir this case the 
government stamp. And the vol- 
ume itself is largeiy the direct and 
exclusive result of government 
action. 

My second point is that the true 
public debt is in fact much larger 
than is usually understood by our 
imprisoned concepts, but that the 
salient features discovered by a 
review of what is usually regarded 
as the public debt actually are 
true to a large extent also of the 
whole. 


Public Debt and the Supply 
Of Money 
The growth of the public debt, 
and the trends of its constituent 
parts, have, as is well known, had 
a profound effect upon the total 


money supply — currency and 
bank deposits—of the American 
public. Largely as a consequence 


of the growth of the debt with 
the characteristics we have seen, 
the money supply is now 3.1 times 
that of 1930, 2.3 times that of 
1941, and 12% higher than in 1945. 

The third point I want to make 
and to explore a little, is this tre- 
mendous alteration, caused by the 
public debt, in the supply of 
money. Let us look at it a little 
more. 

wiven the magnitude of the in- 
crease in the public debt, and the 
war time conditions under which 
much of it was done, I am sure 
that the monetary system had to 
help, Furthermore, there appears 
to be a secular trend to increased 
use of currency and bank deposits 
in this country. And the condi- 
tions of the 1930’s and then of 
the war may have accelerated 
that trend. So it would have been 
surprising if the public debt had 
not greatly affected money. 

But the question is the magni- 
tude. If one compares the in- 
crease in the money supply from 
the end of the prosperous 1920’s 
to the end of the war the increase 
is far larger than can be explained 
by allowance for the growth of 
population plus the rise in prices 
plus a liberal allowance for in- 
crease in productivity. One must 
make an extremelv large allow- 
ance for psychological and secu- 
lar factors to account for the bal- 
ance. 


sais seems to raise another 
question. It has puzzled me for 
years. Why, during the war and 


since. hove peovle been willing 
to lend the government such large 
amounts of funds at no interest, 
foregoing any return at all on 
their funds? That is what the 
lerge rise in currency and de- 
mand deposits means. 


That the return offered by the 
Treasury was too small a reward 
to make people forego liquidity 
seems one plausible exvlanation. 
Perhaps the money supply rose as 
much as it did. and so much of 
the debt is held by the monetary 
system as we have seen it to be, 
because the reward offered to 
invest simply was inadequate. 

My third point has been to note 


Continued on page 28 
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Outlook for Banking and Business 


By RAYMOND RODGERS* 
Professor of Banking, New York University 


Though predicting well managed banks can face future with 
confidence, Professor Rodgers foresees them subject to higher 
taxes and expenses. Says, however, earnings are likely to be 
good, unless banks engage in cut-throat competition for sav- 
ings deposits. Warns caution in banking operations, because 
of money market and economic uncertainties. Sees danger of 
over-production of both capital and consumer goods when 
defense spending is reduced, since, even under present high 
demand, there are no serious backlogs of orders. Looks for no 
rise in interest rates. 


As the indispensable servant of 
business and government, bank- 
ing must weign the economic and 
the fiscal potentialities to deter- 
mine its own 
outlook. In a 
directed econ- 
omy such as 
we “enjoy,” 
this is par- 
ticularly dif- 
ficult to do, 
as there are 
sO many con- 
tradictory 
government 
policies. As 
one economist 
put it: “As re- 
gards rent, 
the Federal 
Government 
regulates for 
the tenants. As regards farm 
prices, the government regulates 
for the farmer. As regards con- 
sumer prices, other than food 
prices, the government regulates 
for the housewife. As regards {is- 
cal policy, the government fears 
the taxpayers and inflates the 
economy with bank credit. Spe- 
cial interests are served and the 
general interest goes by default 
when a democratically elected 
government regulates the eco- 
nomic affairs of voters.” 


Raymond Rodgers 


Importance of International 
Developments 


And to further complicate the 
problem, domestic developments 
will very largely depend on in- 
ternational political developments. 
Russia controls our government 
spending more than we do our- 
selves. Developments in Korea 
and the other far-flung outposts 
of our participation in world af- 
fairs affect every household in 
America. 


So, bankers, whether interna- 
tionalists or isolationists, must 
nonetheless keep their eyes on the 
international tug-of-war betwee. 
Russia and her satellites and the 
free Western world to ascertain 
“the shape of things to come” in 
America. 

Closer to home, in fact right 
across the border from you Mich- 
igan bankers, Canada has em- 
barked on the greatest program 
of expansion in her historv. Her 
new investment in material and 
industrial resources will reach 
the amazing total of $5 billion for 
the current year. Considering 
population, this is equivalent to 
a $50 billion capital expenditure 
rate for us, or nearly twice the 
highest peak we ever attained. 
This means that in addition to 
importing American capital, she 
will need lareer quantities of 
goods, esvecially machinery and 
equipment, which should be very 
good news for Michigan industry. 

Still another important influ- 
ence on b°nkineg this v-or—if I 
dare mention it in Michigan— 
will be the election. Without tak- 
ing sides too much. let me say 
that it will be a crucial one. and 
that it can have important and 
far reaching influences on busi- 
ness and banking. 


Recognizing that there are al- 
most infinite numbers of factors 


*An address by Dr. Redgers before 
Corresp-ndents Meeting. the Manulac- 
turers Na‘tional Bank of Detroit, Detroit, 
Mich., April 24, 1952. 








and forces throughout the world 
which could moaify, or even in- 
validate our conciusions, let us 
nonetheless analyze the outlook 
for deposits, loans and invest- 
ments. These principal activities 
of banking are so sensitive to out- 
side influences that our observa- 
tions may be out-of-date by to- 
morrow morning, but if you will 
kindly pay more attention to my 
reasons than my conclusions, you 
will be able to revise the esti- 
mates as new developments ne- 
cessitate. 


Deposits Will Increase 


Deposits will continue to in- 
crease in 1952. In fact, ever since 
1940 it has been a good bet that 
deposits will increase, as_ they 
declined in only two of the inter- 
vening years. It has been an even 
better bet that deposits outside of 
the financial centers would in- 
crease, as there has been a con- 
tiruous shift from them in recent 
vears, For example. the Central 
Reserve banks in New York City 
held 30.55% of all member bank 
denosits in 1940, hit they hold 
only 18.6% now. This, of course, 
represents a tremendous shift of 
banking resources. 


Savings deposits, with local ex- 
ceptions, will increase in 1952. 
Higher wage rates, full employ- 
ment and a lower level of durable 
consumer goods sales will make 
savings possible. Greater inter- 
national stability and disappear- 
ance of the fear of inflation will 
make high level savings probable. 

The recent Federal Reserve 
Board study of consumer inten- 
tions—incidentally, a survey made 
by the Survey Research Center 
of the University of Michigan— 
discloses that less than three out 
of ten of those questioned, con- 
sidered 1952 a good time to buy. 
This was a reduction of 25% in 
the number of optimists from one 
year earlier. So, it confirms the 
view that peovle will continue to 
save 10% of their disposable per- 
sonal income after taxes, even 
though the 194450 average was 
only 4.8%. 

Competition for savings is 
growing. This is especially true 
of competition between dif*erent 
types of savings institutions. May 
I urge caution on all hands. This 
is a race that no one can win. 
In particular. commercial banks 
must not be deluded into thinking 
that they can compete with the 
savings banks or savings and loan 
associations on the rates paid on 
savings. Commercial bank loan 
and investment policies are based 
on different principles because of 
their liquidity requirement. This 
is no time to permit a deteriora- 
tion in the quality of earning 
assets in order to pay higher rates. 

The trend of demand deposits 
will depend on the lending and 
investing activities of the banks. 
As the trend of both loans and 
investments should continue up- 
ward, the outlook for demani de- 
posits is also on the plus side. 


Loans Will Increase 


Commercial loans will increase 
because of the larger physical 
volume of business. Defense 
loans, in particular, will continue 
to increase. High taxes ang the 


acceleration of payment will also 
loan volume, 


contribute to but 
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this has been somewhat overrated 
as was evidenced by the unex- 
pected ease in the money market 
over the March 15 payment pe- 
riod. The high cost of doing busi- 
ness, however, is quite another 
matter. Now that higher costs 
cannot readily be passed on to 
consumers in higher prices, now, 
and I might add more risky ave- 
nues of credit extension are open- 
ing up for banks. 


This increased dependence on 
bank credit will create serious 
problems for business. In partic- 
ular, small- and medium-sized 
enterprises without access to the 
capital markets may look to the 
banks for more credit than their 
capital structure warrants. If it 
is denied—and if they are not en- 
titled to the credit, it should be 
denied — they may initiate re- 
newed demands for lending by 
the government. Bankers should 
make every effort to meet the 
legitimate credit needs of all such 
applicants, even if they have to 
take time out to teach them the 
“financial facts of life.” Advice 
on inventories and accounts re- 
ceivable are practically always 
needed by such enterprises. In 
any event, bankers must convince 
such applicants of the sincerity of 
their desire to help if it can pos- 
sibly be done with safety to both 
the borrower and the bank. 


Credit Problems Will Increase 


For some time now, Our boom 
has been on borrowed time. It is 
getting a little tired. The work- 
ing capital position of most busi- 
nesses has been steadily getting 
worse. The credit man is once 
more coming into his own. Re- 
gardless of title, the man who 
passes on the credit risk has again 
become the indispensable pro- 
tector of banking virtues. Credit 
problems which we have not seen 
for twenty years are building up, 


and the wise banker will recognize 
this fact and take the necessary 
precautions. 

The relative positions not anly 
of individual businesses but of 
entire industries has changed. For 
example, the production of rayon, 
nylon, orlon, dacron and other 
synthetic fibers has increased 
about 253% above the 1939 level, 
but employment has _ increased 
only 23%! The output per man- 
hour is now about 190% above the 
1939. level, and represents one of 
the greatest gains ever made in 
productivity. 

Or, take consumer durable 
goods as another example. A de- 
mand that for ten years appeared 
insatiable (as the economist would 


put it!) suddenly faded away 
until it has become weak and 
anemic. Consumer credit con- 


trols were blamed, but you and I 
know better. The high cost of 
groceries, high personal income 
taxes and consumer expectation of 
lower prices have also all been 
blamed for lagging sales, But 
what appears to me to be the ob- 
vious reason has been largely 
overlooked. I refer to the distinct 
possibility that the American 
people may have come to the con- 
clusion that they have enough of 
these modern conveniences! Do 
you realize that since the end of 
1947 alone, manufacturers’ sales 
of consumer durable goods have 
reached these fantastic totals: 


ES rea es 75,000,000 
Refrigerators _._._. 20,300,000 
<u 17,300,000 
Washing Machines 14,900,000 
Electric Irons... 28,700,000 


Weigh these totals against the 
fact that we have only about 40,- 
000,000 household units in the 
United States, and you will agree 
that, in general, the hope for con- 
sumer durable goods sales must 
be based on the replacement mar- 
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ket. This means new models, 
lower prices and, above all, sales- 
manship. 


In this connection, you should 
keep another fact in mind. Resi- 
dential mortgage debt has climbed 
from $19 billion at the end of 1945, 
to a total which will probably 
reach $58 billion by the end of 
this year. The American con- 
sumer has to pay interest and 
amortization on this greatly 
increased debt — obviously, that 
takes a lot of “coconuts.” 


Risk of Overproduction Will 
Increase 


In 1952, as in all other recent 
years, we shall greatly expand our 
production facilities. In fact, since 
the end of World War II, more 
than half of all corporate income 
after taxes has been used to im-— 
prove plant, equipment and meth- 
ods, and to experiment and ex- 
pand. On a dollar basis, we shall 
have put in place $132 billion of 
additional plant and equipment 
by the end of this year. More 
specifically, the recent survey by 
McGraw-Hill shows that on the 
basis of 1939—100, all manufac- 
turing at the end of 1951 had a 
production capacity of 187, which 
will rise to 203 by the end of this 
year. The increase in capacity in 
some lines is almost unbelievable, 
for example the following: trans- 
port equipment (other than 
autos), 354 at the end of 1951, 403 
at the end of 1952; machinery, 271 
and 307; chemicals, 322 and 357; 
and electrical machinery, 354 and 
403. As these enormous increases 
in capacity indicate, bankers, par— 
ticularly when making loans, 
should keep the very real danger 
of overproduction constantly be- 
fore them. 


“Scare” buying got us ahead of 
ourselves on purchases of con- 


Continued on page 29 
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MORGAN STANLEY & CO. 


This announcement is neither an offer to sell nor a solicitation of an offer to buy any of these Shares. 
The offer is made only by the Prospectus. 


377,058 Shares 


J. I. Case Company | 


Common Stock 
($12.50 Par Value) 


Rights, evidenced by subscription warrants, to subscribe for these 

shares have been issued by the Company to the holders of its Common 

Stock, which rights will expire at 3 o’clock P.M. Eastern Daylight Saving 
Time on May 12, 1952, as more fully set forth in the Prospectus. 


Subscription Price $24.50 a Share 


The several underwriters may offer shares of Common Stock at prices 
not less than the Subscription Price set forth above (less, in the case of 
sales to dealers, the concession allowed to dealers) and not greater than 
either the last sale or current offering price on the New York Stock 
Exchange, whichever is greater, plus an amount equal to the New York 


Stock Exchange commission. 


Copies of the Prospectus may be obtained from only such of the under- 
signed as may legally offer these Shares in compliance with 
the securities laws of the respective States. 
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KIDDER, PEABODY & CO. 
SMITH, BARNEY & CO. 


MERRILL LYNCH, PIERCE, FENNER & BEANE 
STONE & WEBSTER SECURITIES CORPORATION 
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Dealer-Broker Investment 
Recommendations & Literature 


It is understood that the firms mentioned will be pleased 
to send interested parties the following literature: 





Buiiding Industry — Analysis with particular reference to 
American Radiator & Standard Sanitary Corp., Celotex Corp., 
Certain-Teed Products, Crane Co. and National Gypsum.— 
Eastman, Dillon & Co., 15 Broad Street, New York 5, N. Y. 

Canadian Oil Stecks—Review—Sutro Bros. & Co., 120 Broad- 
way, New York 5, N. Y. Also available is a reappraisal of 
West Pacific Railroad Company. 

Chemical Stocks — Annual review and comparison—W. E. 
Burnet & Co., 11 Wall Street, New York 5, N. Y. 


Common Stecks for New York State Savings Banks—Tabula- 
tion—Richard E. Kohn & Co., 20 Clinton St., Newark 2, N. J. 


Earnings Trend — Bulletin — Paul H. Davis & Co., 10 South 
La Salle Street, Chicago 3, Ill. In the same bulletin are data 
on Florida Power & Light, Tampa Electric, San Diego Gas & 
Electric, Sperry Corporation, Cincinnati Milling Machine 
Co., Cutler-Hammer, Inc., Bristol-Myers Company, Gardner- 
Denver Company, and Gulf, Mobile & Ohio Railroad. 

Industrial Outlook—Bulletin—Ross, Knowles & Co., 330 Bay 
Street, Toronto 1, Ont., Canada. 


Natural Gas News — Bulletin containing data on Arkansas- 
Western Gas, Commonwealth Gas, Delhi Oil, East Tennessee 
Natural Gas, Hugoton Production, Kerr-McGee Oil Indus- 
tries, Mississippi River Fuel, Natural Gas & Oil, Petroleum 
Heat & Power, Republic Natural Gas, Southern Production, 
Southern Union Gas, Southwest Gas Producing, Southwest 








Natural Gas, Tennessee Gas Transmission, Tennessee Pro- 
duction, Texas Eastern Transmission, and Western Natural 
Gas. — Scherck, Richter Company, Landreth Building, St. 
Louis 2, Mo. 


Over-the-Counter Index—Booklet showing an up-to-date com- 
parison between the listed industrial stocks used in the Dow- 
Jones Averages and the 35 over-the-counter industrial stocks 
used in the National Quotation Bureau Averages, both as to 
yield and market performance over a 13-year period— 
National Quotation Bureau, Inc., 46 Front Street, New 
York 4, New York. 


Petrochemicals—Bulletin—Bache & Co., 36 Wall Street, New 
York 5, N. Y. 

Profit Possibilities in 1952—Tabulation of 40 stocks—Francis 
I. du Pont & Co., 1 Wall Street, New York 5, N. Y. 

Philadelphia Bank Stocks—Comparison of 11 largest Philadel- 
phia Banks—Stroud & Company, Incorporated, 123 South 
Broad Street, Philadelphia 9, Pa. 


Steel Impasse—Review—Dean Witter & Co., 14 Wall Street, 
New York 5, N. Y. 

Tokyo Stock Quotations—Quotation of major stocks—Nomura 
Securities Co., Ltd., 1-1 Kabuto-cho, Nihonbashi, Chuo-ku, 
Tokyo, Japan. 

- - * 

Affiliated Gas Equipment—Memorandum—Auchincloss, Parker 
& Redpath, 52 Wall Street, New York 5, N. Y. Also available 
is a memorandum on McQuay-Norris, Penn Dixie Cement 
and Pullman, Inc. 


Alaska Airlines — Bulletin —R. H. Johnson & Co., 64 Wall 
Street, New York 5. 


Allis Chalmers Manufacturing Co. — Memorandum — Smith, 
Barney & Co., 14 Wall Street, New York 5, N. Y. Also avail- 
able is a memorandum on Bucyrus Erie Co. 


American Hospital { upply Corp.—Analysis—Cruttenden & Co. 
209 South La Salle Street, Chicago 4, Ill. : 


Ampco Metal, Inc.—Memcrandum—Sills, Fairman & Harris, 
Incorporated, 208 South La Salle Street, Chicago 4, Ill. 


Atlantic Refining Co.—Memorandum—Shearson, Hammill & 
Co., 14 Wail Street, New York 5, N. Y. Also available are 
memoranda on Borg Warner Corp., Columbia Broadcasting 
System, McGraw Electric Co., Otis Elevator Co. 


Bettinger Corp.—Analysis—Boenning & Co., 1606 Walnut Street 
Philadelphia 3, Pa. 


Bullocks Inc. — Memorandum — Dempsey-Tegeler & Co., 210 
West 7th Street, Los Angeles 14, Calif. 


Carrier Corpy.—Brief data—Abraham & Co., 120 Broadway, New 
York 5. N. Y. Also available are data on Gulf, Mobile and 


Ohio Railread, International Paper Company, Remington 
Rand, and Thompson Products. 


Central Coal & Coke Corporation—Analysis—George K. Baum 
& Company, 1016 Baltimore Avenue, Kansas City 6, Mo. 
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Chicago, Milwaukee, St. Paul & Pacific Railroad Ce.—Memo- 
randum—Dempsey & Co., 135 South La Salle Street, Chi- 
cago 3, Ill. 

Christiana Securities Co.— New bulletin — Laird, Bissell & 
Meeds, 120 Broadway, New York 5, N. We 

Columbus & Southern Ohio Electric—Memorandum—Joseph- 
thal & Co., 120 Broadway, New York 5, N. Y. Also available 
is a memorandum on Heuston Lighting, New England Elec- 
tric System, Niagara Mohawk Power, and Standard Gas & 
Electric. 

Emhart Manufacturing Co.—Memorandum—Lester, Ryons & 
Co., 623 South Hope Street, Los Angeles 17, Calif. 

Erie Railroad—Data—Stanley Heller & Co., 30 Pine Street, 
New York 5, N. Y. Also in the same bulletin are data on 
Lehigh Valley Railroad, Kansas City Southern Railway, and 
Pennsylvania Railroad. 

Harnischfeger Corporation—Annual report for 1951—Harnisch- 
feger Corporation, Milwaukee 14, Wis. 

Long Bell Lumber Corp. — Memorandum—Fewel & Co., 453 
South Spring Street, Los Angeles 13, Calif. Also available 
is a memorandum on Reckwell Manufacturing Co. 

Mexican Gulf Sulphur Co.—Memorandum—Beer & Co., Gulf 
States Building, Dallas 1, Texas. 


Missouri Pacific—Review—Ira Haupt & Co., 111 Broadway, 
New York 6, N. Y. Also available is a memorandum on 
Lamson Corp. 


Missouri Research Laboratories, Inc.—Analysis—Morfeld, Moss 
and Hartnett, 721 Olive Street, St. Louis 1, Mo. 


New England Lime Company — Analysis—Dayton Haigney & 
Co., Inc., 75 Federal Street, Boston 10, Mass. 


New England Public Service Co.—Analysis—Ira Haupt & Co., 
111 Broadway, New York 6, N. Y. 


Niagara Alkali Co.— Memorandum —H. M. Byllesby & Co., 
111 Broadway, New York 6, N. Y. 


Ohio Match—Highlights—tTroster, Singer & Co., 74 Trinity 


Place, New York 6, N. Y. Also in the same bulletin is data 


on Time, Inc. 


Polaroid Corporation—Bulletin—New York Hanseatic Corpo- 
ration, 120 Broadway, New York 5, N. Y. 


Riverside Cement Co.—Analysis and review of the Cement 
Industry—Lerner & Co., 10 Post Office Square, Boston, 9, 


Mass. 


Rockwell Manufacturing—Bulletin—Hill Richards & Co., 621 
South Spring Street, Los Angeles 14, Calif. 

Shaw Oil & Chemical Corporation—Report—Hunter Securities 
Corporation, 52 Broadway, New York 4, N. Y. Also available 
is a memorandum on Palmer Stendel Oil Corp. 

Socony-Vacuum Oil Company—Analysis—Kidder, Peabody & 
Co., 17 Wall Street, New York 5, N. Y. 


Union Twist Drill—Data—Raymond & Co., 148 State Street, 


Boston 9, Mass. 


Universal Match—Analysis—Friedman, Brokaw & Co., 711 St. 
Charles Street, St. Louis 1, Mo. Also available is a circular 
entitled Opinion Regarding Dissolution of North American, 

Whirlpool Corporation—Analysis—Rogers & Tracy, Inc., 120 
South La Salle Street, Chicago 3, Ill. 
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Federal Judge Voids Steel Seizure 


Judge David A. Pine rules President Truman’s seizure of steel 
mills was illegal act and grants steel companies preliminary 


injunction nullifying the Executive decree. 


Philip Murray, 


President of United Steel Workers, orders immediate strike. 


On April 29, Judge David A. 
Pine, of the Federal Court in the 
District of Columbia, handed down 
a decision ruling that President 
Truman’s seizure of the steel in- 
dustry was an illegal act and he 
therefore granted a preliminary 
injunction, requested by the steel 
companies, nullifying the seizure. 
Following the ruling, Philip Mur- 
ray, President of the United Steel 
Workers of America, CIO, ordered 
an immediate nationwide strike. 

Assistant Attorney General, 
Holmes Baldridge, after the refusal 
of Judge Pine on April 30 to stay 
the injunction order, promptly 
petitioned the U. S. Court of 
Appeals in Washington to keep 
the strike-idled steel mills in the 
government’s possession for six 
days, during which time the 
seizure dispute will be brought 
directly to the United States Su- 
preme Court. 


Following are extracts from the 
text of Judge Pine’s ruling: 

Defendant also contends that the 
Executive has an inherent power 
in the nature of eminent domain, 
which justifies his action. The 
power of eminent domain is a 
Congressional power. As stated 
by the Supreme Court in Hooe v. 
United States, 218 U. S. 323, 336, 
“the taking of private property by 
an officer of the United States for 
public use, without being author- 
ized, expressly or by necessary 
implication, to do so by some Act 


of Congress, is not the act of the 
government.” 


The President therefore does 
not have the power of eminent 
domain, and the cases defendant 
cites do not disclBse that he has 
anything in the nature of such 
power. 


Instead, they relate to the right 
of the government to take and 
destroy property in connection 
with military operations. They 
set forth the stringent require- 
ments for the exercise of this right 
and hold that, in some instances, 
there is an obligation, “upon the 
general’ principle of justice,” to 
pay therefor. United States v. 
Pacific RR., 120 U. S. 227. These 
cases have no application to the 
issues here involved, and there is 
no merit to this point. 


I shall next turn to defendant’s 
claim that the courts are without 
power to negate executive action 
of the President. Defendant relies 
on the case of Mississippi v. 
Johnson, 4 wall. 475, where the 
Supreme Court held that the ju- 
diciary would not attempt to con- 
trol the President. But in this 
case the President has not been 
sued. Charles Sawyer is the de- 
fendant, and the Supreme Court 
has held on many occasions that 
officers of the Executive Branch 
of the Government may be en- 
joined when their conduct is 
unauthorized by statute, exceeds 





the scope of constitutional author- 
ity, or is pursuant to unconstitu- 
tional enactment. Larson v. 
Domestic and Foreign Commerce 
Corp., 337 U. S. 682. Land v. 
Dollar, 330 U.S. 731. Philadelphia 
Co. v. Stimson, 223 U. S. 605. 
Lee v. United States, 106 U.S. 196. 

There is no doubt, therefore, 
that the defendant is subject toe 
an injunction, and the President 
not only is not a party but he is 
not an indispensable party to this 
action, as held in Williams v. Fan- 
ning, 332 U. S. 490. Hynes v. 
Grimes Packing Co., 337 U. S. 86. 
I find this point no bar to plain- 
tiff’s claim to relief. 

Taking up the next point, 
namely, that the courts will not 
interfere in advance of a full 
hearing on the merits except upon 
a showing that the damage to 
flow from a refusal of a temporary 
injunction is irreparable and that 
such damage outweighs the harm 
which would result from its issu- 
ance, I first find as a fact, on 
the showing made and without 
burdening this opinion with a 
recital of facts, that the damages 
are irreparable. 

The fundamental issue is wheth- 
er the seizure is or is not author- 
ized by law. In my opinion, this 
issue should be decided first, and 
that I shall now do. 

There is no express grant of 
power in the Constitution author- 
izing the President to direct this 
seizure. There is no grant of 
power from which it reasonably 
can be implied. There is no en- 
actment of Congress authorizing 
it. 





COMING 
EVENTS 


In Investment Field 








May 1-2, 1952 (Galveston, Tex.) 

Texas Group of Investment 
Bankers Association Spring Meet- 
ing at the Hotel Galvez. 


May 4-8, 1952 (San Francisco, Cal.) 

National Federation of Finan- 
cial Analysts Societies Fifth An- 
nual Convention at the Fairmont 
Hotel. 


May 9-10, 1952 (Les Angeles, Cal.) 

National Federation of Finan- 
cial Analysts Societies Fifth An- 
nual Convention at the Ambas- 
sador Hotel. 


May 14-17, 1952 (White Sulphur 
Springs, W. Va.) 
Spring Meeting of the Board of 
Governors of the Investment 
Bankers Association. 


May 16, 1952 (Baltimore, Md.) 

Baltimore Security Traders As- 
sociation 17th annual summer out- 
ing at the Country Club of 
Maryland. 


May 19-21 (Richmond, Va.) 

Association of Stock Exchange 
Firms Board of Governors Spring 
Meeting. 


June 6, 1952 (Chicago, II.) 

Bond Club of Chicago field day 
at the Knollwood Country Club in 
Lake Forest. 


June 6, 1952 (New York City) 
Bond Club of New York outing 


at Sleepy Hollow Country Club, 
Scarborough, N. Y. 


June 10-13, 1952 (Canada) 
Investment Dealers’ Association 
of Canada annual convention at 
the Algonquin Hotel, St. Andrews- 
by-the-Sea, New Brunswick. 


June 13, 1952 (New York City) 

Municipal Bond Club of New 
York annual outing at the West- 
chester Country Club and Beach 
Club, Rye, N. Y. 


June 13, 1952 (Philadelphia, Pa.) 


Investment Traders Association 
of Philadelphia summer outing at 
the Whitemarsh Country Club. 
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Impact of Foreign Developments 
On Business Conditionsinthe U.S. 


By A. W. ZELOMEK* 
‘Economist, International Statistical Bureau, Inc. 
Mr. Zelomek, in reviewing international complications and 
their impact on economic conditions, expresses opinion adverse 


trends abroad are not likely to 


have any ill effect on business 


activity in United States during remainder of the year. 


Analyzes economic conditions and 


ts in foreign 


countries as they relate to domestic trends. Holds, from long- 
term view, there are strong prospects of continuing inflation. 


With national elections coming 
up, all of us become very con- 
cerned and interested in domestic 
affairs. Even during the period 
of political 
campaigning, 
however, 
important 
though it is, 
we must not 
forget that the 
United States 
is a part of a 
whole world, 
and that it is 
affected 
by economic 
and political 
developments 
Overseas 
—East, West, 
North and 
South. 


Actually, in short periods of 
time, the industrial and economic 
structure of the United States is 
so big and powerful that its own 
inner impulses are far more im- 
portant than those coming from 
abroad. Over long periods of 
time, however, conditions of pros- 
perity and depression in other 
parts of the world will have both 
direct and indirect effects on 
business conditions in this coun- 
try. Moreover, even in_ short 
periods, there are times when for- 
eign impulses are decisive. Cer- 
tainly, the trend of prices and 
business activity in 1950 was de- 
cisively influenced by the inva- 
sion of Korea. And as another 
example, most of us are old 
enough to remember what fol- 
lowed the devaluation of British 
sterling in the early 30s. 


As a first question, purchasing 
agents must, therefore, ask them- 
selves whether some dramatic new 
development abroad is likely to 
tip the economic balance in the 
United States sharply up or down 
during the remainder of the year. 


I will admit any answers to such 
a question involve a certain 
amount of guesswork, not just 
about the economic structure, 
which we must always try to esti- 
mate, but about political develop- 
ments in spheres controlled by 
totalitarian regimes. Let me, 
therefore, separate the economic 
from the political. 





A. W. Zelomek 


World Economic Trends 


There is little danger, in my 
opinion, that adverse trends abroad 
will have any important depres- 
sing effect on business activity in 
the United States during the re- 
mainder of this year. The weak 
position of some foreign cur- 
rencies, including sterling, and 
memories of what foliowed 
the sterling devaluation of the 


early ’30s, have caused some 
fear that history will repeat 
itself.’ I believe personally that 


such a chance is small, since the 
present world situation is so 
vastly different from that of the 
earlier period. 

This by no means implies that 
economic conditions throughout 
the world are favorable, On the 
contrary, it is hard to look at a 
globe and find a spot where im- 
mediate problems are not present. 
For example: 





*An address by Mr. Zelomek before 
the Purchasing Agents Association o 
Washington, Inc., Seattle, Wash., April 
25, 1952. 


Great Britain is in trouble 
throughout the entire empire sys- 
tem. Australia is little short of 
a itself completely loose 
from the pound sterling. 

Ftance is the continued victim 
of perennial depressions or the 
threats of depression. These eco- 
nomic trends are close to the po- 
litical life of the country and 
produce an inherent instability. 


Western Germany, which has 
made an important recovery from 
wartime conditions, will now be- 
gin to suffer from limitations 
being placed by other countries 
on imports. There is already a 
hard core of unemployment in 
Germany which is an aggravating 
problem for the Western powers 
and for the internal government. 


Throughout the Near East, and 
in India, economic questions are 
asked and answered in an atmos- 
sphere of political strife and in- 
decision. " 

Similar problems are brewing 
throughout Africa, which is be- 
coming a center of world tension 
and where various protectorates in 
no way relieve the problem of 
administration. 

In Latin America, there are 
almost as many powder kegs as 
there are countries. The mere 
fact that no one of these powder 
kegs, if it explodes, is likely to 
blow up the world in no way 
minimizes the importance of the 
uncertainties that exist below the 
border. Communist influence in 
this area is swinging in the direc- 
tion of support of nationalism 
and neutrality — neutrality be- 
tween East and West. 

Some sort of a mutual support 
program with Brazil is in the 
offing. For one commodity at 
least—coffee—this implies a firm- 
er foundation under prices. In 
another respect financial positions 
in this area will probably im- 
prove, since American investors 
will now feel more secure. 

Argentina has been, and con- 
tinues to be, a perplexing problem 
to those who must buy wool or 
hides, Argentina’s principal ex- 
ports. Conditions are so shaky 
that it remains an open question 
whethér surplus commodities will 
be dumped, in order to bolster 
trade, or whether revolutionary 
developments might cut off ex- 
ports entirely. 

In the Far East, economic prob- 
lems are also exaggerated by 
political conditions. 

The Korean negotiations go on 
and on, a plain sign that the Chi- 
nese Communists do not need or 
want a cease-fire. 

French Indo-China is an almost 
equally critical area, where the 
French, despite recent United 
States aid, are almost ready to 
give up. These two areas at the 
moment are key points and the 
mere fact that the outcome is still 
indecisive, after almost two years 
of conflict in Korea, indicates the 
intensity of the problem in Asia. 


World Political Trends 


It is plain from what I have 
just said that it is difficult to 
separate world economic from 
world political trends. I have not 
mentioned a single area, in the 


economic sense, where the influ- 
ence of political trends or outward 
pressures could be ignored. 

In a broader sense, however, 


world political trends can be con- 
sidered as involving the question 
of war Or peace on a worldwide 
scale. 


In such a question we are in 
effect attempting to read the 
minds of the Politburo in the 
Kremlin. However, this is what 
the Western World is faced with 
at the moment, so we would be 
doing less than our duty if we 
failed to make the attempt. 


Within the past few weeks there 
has been a change of line in Rus- 
sia. Proposals for negotiations on 
Western Germany have empha- 
sized everything that the German 
Nationalists could want, even to a 
revision of the borders set in the 
Potsdam Agreement. A new phase 
of Soviet policy has opened. Ger- 
many, as could have been foretold, 
occupies the center of attention. 
It was bound to be so, since Ger- 
many has the most important in- 
dustrial capacity in Western 
Europe, and since the problem of 
Germany has been the most per- 
plexing one for the Western pow- 
ers, particularly France. 


In the Far East, there are also 
indications that Soviet policy will 
involve intensification of the cold 
war, rather than any hot wars 
which might provoke a major 
conflict. Russia and Communist 
China have used Korea as a prov- 
ing ground in military weapons, 
and costs have been high. Rus- 
sia’s Own rearmament program, 
according to private reports, has 
lagged. Production in armament 
plants has not reached goals set 
ahead of time, and new drives for 
increases in productive capacity 
are being organized. 


Furthermore, Russian strategists 
apparently are making some al- 
lowances for the fact that this is 
an election year. The present ad- 
ministration has been criticized 
for the indecisive war in Korea. 
Another “incident” might lead to 


retaliation on the part of the 
United States, which would lead 
to a major conflict, according to 
the views of Russian strategists. 
This is to be avoided for another 
year or two, or until a time when 
Russia’s internal programs of 
military production, and external 
programs of political penetration, 


have provided more 
against an attack. 

For these reasons I feel almost 
certain that there will be no more 
incidents like the Korean incident 
between now and November, 
probably between now and next 
Spring. Political warfare will be 
worked out on quieter but none 
the less important grounds. In 
general business terms this im- 
plies: 


(a) No major development to 
stimulate general buying as oc- 
curred after the invasion of Ko- 
rea, but 

(b) No agreements of a sort 
that would lead to cancellation 
of the defense program. 


Domestic Trends 


In two importani respects, the 
domestic economy right now is 
influenced by foreign develop- 
ments. If it had not been for the 
invasion of Korea, we would not 
have an expanding defense pro- 
gram. If it had not been for the 
invasion of Korea the speculative 
buying wave in the last half of 
1950 and early 1951 would not 
have developed, and there would 
not have been as severe a reces- 
sion in consumers goods indus- 
tries and in many prices as there 
has been. 

Business in many industries, 
particularly consumers goods and 
particularly textiles, apparel, 
boots and shoes, and carpets and 
rugs, has been bad now for many 
months. In soft line industries, 
especially, the excesses built up 
during the post-Korean buying 
wave were large and the period 
of liquidation has been protracted. 
Furthermore, we happen to have 
many new fibers coming along 
now, in rapidly increasing supply, 
and the liquidation of some staple 
fabrics has been handicapped ac- 
cordingly. 

However, inventory reduction 
has continued for many months 
now in most of these industries. 
Even now, the rate at which most 
consumers goods are being passed 
on to the public is greater than 
the rate at which they are being 
produced. 

Moreover, there is no danger 
this year that inventory reces- 
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sions in some fairly important in- 
dustries will set off a downward 
spiral of employment and income. 
True, we have had some local 
unemployment in mass production 
centers; but the rising level of 
government spending, the rising 
trend of defense output, and the 
relaxation of curbs on many types 
of civilian activity, underwrite a 
high level of business activity, 
employment and income through- 
out the year and into 1953. 


Spending for new plant and 
equipment, though far smaller in 
dollar totals than consumer 
spending for goods and services, 
is nevertheless an important fac- 
tor in the economy. Spending for 
new plant and equipment always 
generates a lot of secondary em- 
ployment. A billion dollars spent 
for new plant and equipment is 
worth several times that amount 
in general economic terms. One 
of the very important recent 
changes, therefore, is the more 
liberal policy being followed with 
regard to certificates of necessity, 
which permit rapid depreciation. 

You may recall that there was 
a big backlog of such work built 
up late in 1950 and early in 1951. 
Then, because material shortages 
were feared, policies were dras- 
tically tightened up. This backlog 
was eaten into last year, and re- 
duced to a level of about $5 bil- 
lion a few months ago. Now it 
is up to $12 billion, and we can 
probably expect a high level of 
spending for new plant and equip- 
ment to continue on into 1953. 


A final factor must be consid- 
ered. There was an almost com- 
plete collapse of new orders for 


civilian goods late last Spring and 
Summer. Since then, during the 
period of progressive inventory 
liquidation, new orders have con- 
tinued to make an unsatisfactory 
showing. 

This lag in new orders is one 
of the important factors influenc- 
ing commodity prices. I believe, 
considering the extent of inven- 
tory liquidation that has occurred 
so far, and the prospect for con- 
tinued high income, that we can 
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Pennsylvania Brevities 


The directors of the ACF-Brill 
Motors Co. have voted to pay all 
accumulated back interest on its 
6% income debentures “made pos- 
sible by 1951's highest earnings 
record in the company’s recent 
history.’ it was announced last 
Monday by C. W. Perelle, Presi- 
dent. 

A total of 18% interest will be 
paid consisting of 15% back inter- 
est accrued during the period 
from June 30, 1949 to Dec. 31, 
1951, and 3% current interest for 
the period from Dec. 31, 1951 to 
June 30, 1952. Interest payments 
will total $688,158. 

Payment of the 18% total inter- 
est will be made on June 30, 1952, 
upon surrender of Coupon No. 16 
at the Land Title Bank & Trust 
Co. in Philadelphia. 

With this declaration, all back 
interest on ACF-Brill income de- 
bentures will be paid to date, Mr. 
Perelle said. , 

s 3 us 

Aluminum Co. of America and 
subsidiaries reported on April 26 
sales and operating revenues of 
$138,726,812 for the three months 
ended March 31, 1952. Consoli- 
dated net income after taxes for 
this period was $11,749,459. After 
providing for dividends on pre- 
ferred stock, the net income is 
equal to $2.28 per share on the 
4,890,733 shares of common stock 
outstanding. 

% % % 

Lukens Steel Co. yesterday re- 
ported for the first two quarters 
of its 1952 fiscal year ended April 
i9 a net income of $1,623,603, 
after provision for current income 
taxes of $4,208,300, equivalent to 
4.0% of sales, or $5.11 a share for 
317,976 shares of common stock of 
the company. This compares with 
a net income of $2,010,353, equiv- 
alent to 5.7% of sales, or $6.32 a 
share for the corresponding first 
two quarters of Lukens 1951 fiscal 
year. No provision has been made 
in the 1952 figures for possible 
retroactive wage increases or for 
renegotiation applicable to United 
States Government supply con- 
tracts, Charles L. Huston, Jr., 
President, pointed out. 

Sales of Lukens, including its 
By-Products Steel Co. and Luken- 
weld divisions, for the first two 
quarters of 1952 fiscal year 
amounted to $40,589,582, in con- 
trast with sales of $35,069,886 for 
the corresponding first two quar- 
ters in its 1951 fiscal year. 

% % us 


Alan Wood Steel Co. in its re- 
port for the quarter ended March 
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31, 1952, shows net income after 
all charges and taxes of $411,558, 
equal after provision for preferred 
dividends to 55 cents a share on 
the 597,857 common shares out- 
standing. This compares with net 
income of $776,576 in the like 1951 
quarter, equal after preferred div- 
idends to $1.20 a share on the 
578,492 common shares then out- 
standing. Total revenues in the 
1952 quarter were $15,206,687 
against $15,377,113 a year ago. 


% % 


At the annual meeting on April 
15, stockholders of Sun Oil Com- 
pany authorized an additional 
1,000,000 shares of common stock 
and approved an amendment to 
the charter which will permit the 
company to engage more inten- 
sively in the petrochemical field. 
The additional common shares, 
according to Chairman Joseph J. 
Pew, Jr., may be issued in con- 
nection with a possible stock divi- 
dend and an employees stock p-r- 
chase plan. The company, it was 
revealed, will spend $110,000.000 
for expansion purposes in the 
coming year. Mr. Pew forecast 
that profit margins in 1952, de- 
spite burdensome taxation, would 
approximate those of 1951, in 
which period the company re- 
ported record high earnings of 
$45,353,643, or $6.85 a share. The 
recent year, according to Presi- 
dent Robert G. Dunlop, was fea- 
tured by severe competition in the 
petroleum industry, and he ex- 
pressed the view that a similar 
situation would continue without 
letup during 1952. 


ue a a 


Net income of Lehigh Coal & 
Navigation Co. for the first quar- 
ter of 1952 will be almost 18% 
above the $253,505, or 13 cents a 
share, earned in the comparable 
quarter of last year, according to 
President Robert V. White. Ad- 
dressing the company’s annual 
meeting, Mr. White predicted a 
“promising future” for the anthra- 
cite industry and asserted that 
with normal weather the com- 
pany’s net income should at least 
equal the $2,600,000 figure of 1950 
notwithstanding the current higher 


taxes. 
a us a: 


William J. Woods, President of 
the Pennsylvania Glass Sand 
Corp., disclosed that first quarter 
earnings will be somewhat better 
than was true in the same period 
of 1951, when the figure was 
$347,786, equal to 48 cents a share 
of common stock. 


us ae x 


Stockholders of United Engi- 
neering & Foundry Co. paved the 
way for a 200% stock dividend at 
the annual meeting, having voted 
favorably on a proposed increase 
in common stock capitalization 
from 1,000,000 to 5,000,000 shares. 
The company has an order back- 
log of more than $100,000,000. 


o as a 


The Gulf Oil Corp. had first 
quarter earnings of $35,320,000, or 
$1.56 a share, as compared with 
$31,972,000, or $1.41 in the same 
period of 1951, it was announced 
by President S. A. Swensrud. The 
eurrent year, he stated, promises 
to be one of stability in the oil 


industry. 
Ba 


A syndicate headed by Morgan 
Stanley & Co. and _ including 
Drexel & Co., Smith, Barney & 
Co., Merrill Lynch, Pierce, Fenner 


& Beane, Harriman Ripley & Co., 
Inc., Kidder, Peabody & Co., 
White, Weld & Co. and Stroud & 
Co. is handling a rights offering 
on behalf of the Pennsylvania Salt 
Manufacturing Co. Holders of 
common stock are being offered 


an opportunity to subscribe for 
155,349 additional shares at..a 
price of $48.50 a share. The rights 
expire on May 8. Pennsalt, pro- 
ducers of some 400 chemicals and 
chemical specialties, was founded 
in 1850 and has operated at a 
profit in every year since 1855. 
The company has paid a dividend 
en the common stock in every 
year since 1863, the second longest 
unbroken dividend record for a 
manufacturer listed on the New 
York Stock Exchange. 


“ % te 


Lower mining costs resulting 
from the company’s improvement 
and modernization program should 
be reflected in first quarter earn- 
ings of Pittsburgh Consolidation 
Coal Co., it was announced by 
President George Love. Earnings, 
he said, should be slightly higher 
than the $3,201,293, or $1.49 a 
share, reported in the initial quar- 
ter of 1951. 


ae ca a 


Sales of Eleetric Sterage Battery 
Co. for March quarter were ap- 
proximately $25,900,000 against 
$26,200,000 in 1951 quarter and 
first quarter earnings were more 
than sufficient to pay quarterly 
dividend of 50 cents “although 
taxes are still having a consider- 
able effect on our net income,” 
S. W. Rolph, President, told the 
annual meeting. Company’s sales 
of industrial batteries in the first 
quarter compared favorably with 
a year ago, but there was a de- 
cline in automotive battery busi- 
ness, Mr. Rolph stated. He added 
that orders received in the initial 
1952 quarter were less than sales, 
and company reduced its backlog 
to approximately $32,200,000 as of 
March 31 from $34,600,000 at the 
end of 1951. 


% ae ¥e 


Sales and net earnings of Blaw- 
Knox Co. in the first quarter were 
almost double the results achieved 
in the comparable period of 1951, 
sales having risen from $20,440,- 
733 to $39,803,533, and per share 
earnings from 38 cents to 72 cents. 
Net for the recent’ quarter was 
$1,016,373 as contrasted with $543,- 
275 in the initial three manths of 
1951. Unfilled orders on March 31 
totaled $123,000,000, compared 
with $110,000,000 at the start of 


this year. 
e us 


The American Stores Co. re- 
ported March sales of $35,280,499 
as compared with $37,849,315 in 
the same month a year ago: Oper- 
ations in the recent month were 
curtailed because of a strike. For 
the 12 months ended March 29, 
1952, the company’s sales amount- 
ed to $510,451,526 as against $460,- 
285,216 in the preceding 12 months. 


x: a = 

Earnings of Westinghouse Air 
Brake Co. in the first quarter of 
1952 amounted to $2,697,680, or 
65 cents a share, as compared with 
$2,820,102, or 68 cents in the like 
period of last year. A backlog of 
unfilled orders totaling $55,460,000 
will contribute toward satisfactory 
sales and earnings in 1952, it was 
stated by E. O. Boshell, Chairman 
of the Board. 


4 we we 


At the annual meeting on April 
24, shareholders of Scott Paper Co. 
approved an increase in the au- 
thorized common from 3,000,000 to 
5,000,000 shares, and the author- 
ized indebtedness from $4,000,000 
to $25,000,000. Despite a 7% gain 
in sales for the first quarter to 
$32,405,048, net income declined to 
$2,527,327, or 81 cents a share, 
from $2,668,460, or 85 cents in the 
like, period of 1951. The company, 


according to President Thomas B. 
McCabe, is considering a financ- 
ing plan to cover construction 
costs of a new paper mill adjoin- 
ing the Soundview division plant 
at Everett, Wash. 
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New issue to be'offered to investors about May 15 by nation- 

wide syndicate headed by Morgan Stanley & Co. and First 

Boston Corp. Net income of Bank for the nine months ended 

March 31 was $12,507,639 as compared with $11,483,230 
in preceding period. 


The International Bank for Re- 
corstruction and Deve.opment has 
arranged to dispose of an issue 
of $50,000,009 bends through a 
nationwide 
underwriting 
group to be 
managed 
jointly by 
Morgan Stan- 
ley & Co. and 
the First Bos- 
ton Corp. The 
issue, to ma- 
ture in 23% 
years, is ex- 
pected to 
reach the mar- 
ket about May 
15 and will 
have a sinking 
fund provision 
which is cal- 
culated to retire about half of the 
loan prior to maturity. 

In connection with the issue, 
Eugene Black, President of the 
Bank, observed that adoption of 
negotiated underwriting in the 
current instance marks a change 
from the methods used in the of- 
fering of the institution’s previous 
bond issues. Earlier undertakings 
were effected on an agency, non- 
underwriting basis or via the com- 
petitive bidaing route. Relative to 
the decision to employ the nego- 
tiated basis, Mr. Black commented 
as follows: 

“We have talked to a great 
many people about marketing pro- 
cedure and we have been getting 
the virtually unanimous advice 
that this is the way to do it, and 
we have decided to do so. The 
main reason is that we have an 
unusual kind of bond, one which 
takes selling. It is bound to take 
investors some time to understand 
our security. Our present plan is 
to have the bonds marketed by a 
strong syndicate made up of 
dealers with a good record of 
selling performance. 

“Such a syndicate will have a 
liability and should have a profit 
sufficient to make it worthwhile 
for them to undertake the job of 
explaining the security of the 
bonds.” 

Mr. Black also stated that the 
proceeds of the impending bor- 
rowing have not been applied to 
any specific purpose. It is the 
Bank’s policy, he added, to borrow 
when its uncommitted funds go 
below $50.000.000. They are cur- 
rently about $40,000,000. 
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31, 1952 amounted to $12,507,639, 
compared with $11,483,230 for the 
nine months ended March 31, 1951, 
it was announced on April 28. The 
net meome was pleced in the Gen- 
eral Reserve and increased this 


™ reserve to $54,662,85-). 


Gross income of the Bank for 
the nine month period amounted 
to $25,744,168, after deducting loan 
commissions of $5,495,511 which 
were appropriated to the Special 


| Reserve. The gross income for the 


same period in the preceding fiscal 
year, after deducting loan com- 
missions, amounted to $20,576,359. 
As of March 31, 1952 the Special 
Reserve amounted to $25,621,260. 


It is revealed that during the 
nine month period the Bank made 
14 loans amounting to $212,658,000 
in Belgium, the Belgian Congo, 
Chile, Colombia, Iceland, Italy, 
Mexico, Netherlands, Nicaragua, 
Pakistan, Paraguay, Peru, South- 
ern Rhodesia and Yugoslavia. 
These loans brought total commit- 
ments as of March 31, 1952 to 
$1,326,183,000. Disbursements on 
loans during the period amounted 
to $131, 575,137, bringing total dis- 
bursements to $823,302,266 on 
March 31. 


During the quarter ended Mareh 
31, 1952, the Bank made its first 
public offering in Canada. In 
February, 1952 an issue of $15 
million 4% Canadian dollar bonds 
was sold at par. This issue in- 
creased the funded debt of the 
Bank to the equivalent of US 
$449, 858 586. 

During the same quarter the 
Bank sold $1,386,000 of bonds from 
its loan portfolio without its guar- 
antee; and $5,700,000 of bonds 
with its guarantee. Total sales by 
the Bank of obligations of its bor- 
rowers on March 31, 1952, aggre- 
gated $40,528,380. 

Repayments of principal, both to 
the Bank and to other holders of 
bonds received under loans, 


amounted to $13,631,282 at March 
31, 1952. 


With Coburn Middlebrook 
(Special to Tue Financia, CHRONICLE) 

BOSTON, Mass. — Ralph A. 
Alexander and Richard F. Canton 
have become associated with Co- 
burn & Middlebrook Incorporated, 
75 State Street. Mr. Alexander 
was formerly an officer of For- 
mula Plan Investment Manage- 
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An Objective Investment 


Formula Plan 


By ZENON SZATROWSKI 
Chairman, Dept. of Statistics, University of Buffalo 


After 


characteristics of investment formula plans, 


Prof. Szatrowski finds their main defect lies in a lack of scien- 
tific statistical foundation for testing. Explains his own formula 
plan, and gives results of its testing by application to period 
of 1877 to 1951. Sees great possibilities in relating sound 


statistical analysis to 


Formula plans for investing in 
common stocks are based on the 
assumption that: (1) common 
stocks fluctuate around some nor- 
mal level; 
(2) the nor- 
mal level 
bears some 
relationship 
with the past 
so that it can 
be predicted; 
and, (3) the 
range of fluc- 
, tuations bears 

some relation- 
ship with the 
past so that 
the range can 
be predicted. 
If the above 
assumptions 
hold true, then, from past data, 
one can estimate a normal level 
for the present time or near fu- 
ture, and also what deviation of 
price from the normal level is un- 
usual. Having the above informa- 
tion, the investor can make a rea- 
sonable decision as to tie pro- 
portion of assets that should be 
in common stocks at a given time. 
Formula plans do not preclude 
the use of additional information 
by the investor. However, unlike 
other plans, formula plans are 
objective so that their perform- 
ance can be tested: (1) by de- 
termining their record in the 
past, and, (2) by determining 
their ‘performance under various 
hypothetical conditions. Formula 
plans are particularly valuable 
for the investors who, on the one 
hand, cannot afford to ignore the 
tremendous fluctuations in com- 
mon stock prices, and who, on the 
other hand, wish to stay in busi- 
ness over a long period of time 
(insurance companies, investment 
trusts, universities, etc.). 

The main criticism of existing 
formula plans is that their de- 
sign and testing is not based on 
modern scientific statistical] 
methods. Consequently the maxi- 
mum opportunities inherent in 
formula planning are not ex- 
ploited. Also, serious questions 
can be raised concerning results 
claimed for particular plans. For 
example, if data through 1950 
were used to determine the nor- 
mal level and variations around 





Zenon Szatrowski 


investment problems. 


this level for common _ stock 
prices, then such _ information 
should not be used in making de- 
cisions before 1950, when such in- 
formation was not available. An 
objective test of a formula plan 
requires that, at a given time, 
both the normal level and the 
range of fluctuations be derived 
solely from past data. In testing 
the formula plan, hindsight should 
be minimized and, if possible, 
completely eliminated. In addi- 
tion to being objective, formula 
plans should be flexible enough 
so that their performance would 
not be seriously impaired if sub- 
stantial changes in the normal 
level or the range of fluctuation 
materialized. To the extent that 
a formula plan is made flexible 
by introducing subjective meth- 
ods, one of the main advantages 
of a formula plan, objectivity, is 
impaired. 

The formula plan devised. by 
the author is based on a few sim- 
ple objective rules. It makes use 
of statistical techniques which are 
sound even though relatively 
elementary. It is_ sufficiently 
flexible so that, without sacrific- 
ing objectivity, major changes in 
level or range of fluctuations are 
taken into account, Finally, its 
performance in the past has been 
tested during the period 1877- 
1951. The testing was objective 
and, at a given time, decisions 
were based only on the informa- 
tion supplied by past data. 


Description of Proposed 
Formula Plan 


(1) The normal or expected 
level of common stock prices for 
the next year is calculated at the 
end of each year by using the 
“best” relationship between pres- 
ent price level and the average 
level of the past. 


(2) The distribution of the de- 
viations from the normal level 
is determined from the past data. 
This is used to determine the pro- 
portion of times that a given de- 
viation occurred in the. past and 
this, in turn, is used to determine 
whether a given price level is 
unusually high or low. 


(3) Both the normal level and 
distribution of the deviations are 


TABLE I 
RESULTS OF THE FORMULA PLAN 


Standard & Poor's 


Indicated 
Index of —Before Transaction— % Cash Cash 
365 Industrials Value of Value of According After 

Date— Monthly Avg. Stock Cash & Stock te Plan Transaction 
Juty, 1877... 14.81 .00 1,000.00 00.5 5.00 
Nov., 1882__._- 21.40 1,423.31 1,428.31 99.7 1,419.04 
Feb., 1885____- 19.05 .00 1,414.17 25.0 353.54 
July, 1887____- 23.39 1,289.26 1,642.80 95.8 - 1,573.80 
Oct., 1889____- 29.16 70.86 1,644.66 99.5 1,636.44 
gem... Weeb~«--- 25.83 6.72 1,643.16 49.5 813.36 
Sept., 1293___-__ 21.58 686.46 1,499.81 00.8 12.00 
May, 1899___-_-_ 33.41 2,290.92 2,312.92 97.2 2,248.16 
July, 1900____- 38.29 48.63 2,296.79 99.6 2,287.60 
Dec., 1903____- 24.29 5.59 2,293.19 03.0 68.80 
Mar., 1907____- 39.46 3,577.44 3,646.24 98.1 3,576.96 
Jan., 1908_____ 28.26 24.59 3,610.55 01.8 64.83 
Jan., 191%... - 41.63 21.23 5,160.31 37.8 1,950.62 
Dee., 1942..... 47.23 3,304.12 5,554.74 84.6 4,699.31 
Ped Be oese 44.50 780.08 5,479.40 43.1 1,868.48 
Jan., 1918____- 48.22 3,882.19 5,750.67 15.6 897.10 
Aug., 1919_____ 67.45 6,635.06 5,732.16 93.6 7,050.10 
Feb., 1920____- 62.12 387.00 7,437.10 95.8 7,124.74 
Nov., 1921___-_- 48.04 241.16 7,365.90 00.4 29.46 
Mar., 1926_-_--- 87.00 13,157.34 13,187.88 94.6 12,447.35 
June, 1928____- 133.90 948.01 13,395.36 99.9 13,381.96 
Aug., 1932_..-- 46.50 1.40 13,383.36 06.0 00.00 
Apr., 1987_-~--~- 128.80 37,098.25 37,098.26 70.2 26,042.97 
July, 1938____- 95.90 8,037.38 34,080.35 02.3 783.85 
Jan. 1962....- 204.30 70,395.65 71,179.40 73.9 
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recomputed each year in order to 


take into aecount different 
ehanges in level and range of 
fluctuations. 


(4) The objective rules used ‘in 
operating the plan are: — 

(a) Buy stoek only if, but not 
necessarily if, prices are below 
the expected level. 

(b) Sell stock only if, but not 
necesarily if, prices are 3% 
above the expected level. 

(e) Do not sell or buy unless 
an unusual reaction to the trend 
in prices develops. Whether or 
not a reaction is unusual, is de- 
termined from a distribution of 
monthly changes in the past. 

(d) When the market is in the 
selling or buying area and an 
unusual reaction to the trend 
has occurred, then adjust hold- 
ings so the proportion in cash 
is equal to the probability of 
getting higher prices. This 
probability is estimated from 
the distribution of past devia- 
tions of common stock prices 
from their normal level. 


Results of the Formula Plan 
1877—1951 


Table I shows the results of op- 
erating the above plan, buying 
and selling the monthly average 
of “Standard & Poors Index of 365 
Industrials,” starting with $1,000 
in 1877. The entries in this table 
are restricted to those where an 
actual transaction (change in pro- 
portion of cash) was indicated by 
the plan. Fees are assumed to be 
1% of the value of the transaction 
and dividends are ignored. Also, 
it is assumed that the cash does 
not yield interest. 


Table I shows that a $1,000 in- 
vestment in 1877 according to the 
formula plan, would have a value 
of $71,179.40 in January, 1952. 
This is about four times the pres- 
ent value ($13,794.70) of a $1,000 
investment if no buying and sell- 
ing took place after the initial in- 
vestment in 1877. In July, 1938, 
all but 2.3% of the assets were in- 
vested in common stocks and no 
transactions were indicated since 
that time. The current status of 
the formula plan can be described 
as follows: 


The expected or normal level in 
1952 is 184.9 in the Standard and 
Poors Index of 365 Industrials, as 
compared to the January, 1952, 


average of 2043 for this index. 
Thus, common stocks are above 
the normal level and in a selling 
area. 

If an unusual reaction to the 
upward trend oecurs at this time, 
then assets should be converted 
to 73.9% cash. As of January, 
1952, an unusual reaction would 
be a decline of 5.2% in the 
monthly average of Standard And 
Poors Index of 365 Industrials. 

If the market continues to go 
up, then the formula plan will re- 
quire a position with more than 
73.9% eash after an unusual re- 
action. 

Conclusions 

The formula plan described 
above would have been very suc- 
cessful in the past and there is no 
reason to believe that it will not 
show equally good results in the 
future. However, this merely 
scratches the surface of oppor- 
tunities in the application of 
sound statistical analysis to in- 
vestment problems. The same 
techniques could be applied in de- 
termining what proportion of 
stocks in other industries, such as 
utilities and railroads, should be 
held. Also, formula plans could 
be devised to determine what pro- 
portion of individual stocks 
should be held, etc. The above 
formula plan would have particu- 
lar value for the conservative in- 
vestor who wished to trade infre- 
quently (this plan traded about 
once every three years). How- 
ever, similar techniques could be 
used as a basis for trading more 
frequently on shorter fluctuations. 

Formula plans in particular, and 
investment analysis in general, 
deal with problems of making de- 
cisions and problems of evaluat- 
ing rules which serve as a basis 
for-action. But “decision making” 
and “the evaluation of rules of 
behavior” are precisely the areas 
in which theoretical statisticians 


have recently made significant 


contributions. In the author’s 
opinion, the application of mod- 
ern statistical methods to the 


problems of investment analysis 
shows unusual promise and would 
be of great value. 
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Halsey, Stuart Group 
Offers Equip. Tr. Cifs. 


Halsey, Stuart & Co. Inc. and 
associates are offering $5,220,000 
New York Central RR. 3%% 
equipment trust certificates, sec- 
ond equipment trust of 1952, to 
mature annually May 15, 1953 te 


1967, inclusive, at prices to yield 
from 2.25% to 3.35%, according to 
maturity. 


Issued under the Philadelphia 
Plan, the certificates are offered 
subject to the approval of the 
Interstate Commerce Commission 
and are secured by the following 
new standard - gauge railroad 
equipment estimated to cost $7,- 
078,940: 18 Diesel switching loco- 
motives; 16 “A” unit Diesel road 
freight locomotives; 8 “B” unit 
Diesel road freight locomotives; 
6 RDC-1 self-propelled passenger 
coaches, and 1 RDC-3 self-pro- 
pelled passenger - baggage - mail 
car. 

Also associated in the offering 
are: R. W. Pressprich & Co.; Free- 
man & Co.; Ira Haupt & Co,; 
Wm. E. Pollock & Co., Inc.; Hay- 
den, Miller & Co.; First of Mich- 
igan Corp.; Gregory & Son, Inc.; 
McCormick & Co., and McMaster 
Hutchinson & Co. 


Phillips to Be Partner 
In Emanuel, Deetjon 


Spencer Phillips, manager 
the investment and aa tine 
department, will be admitted to 
partnership in Emanuel, Deetjen 
& Co., 120 Broadway, New York 
City, members of the New York 
Stock Exchange, on May 8. 


Arthur Goodwin V.-P. 
Of Rowles, Winston 


HOUSTON, Texas. — Rowles, 
Winston & Co., City National Bank 
Building, announce that Arthur E. 
Goodwin, Jr., has been elected 
Vice-President of the firm. Mr. 
Goodwin will continue in charge 
of the municipal bond department. 
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This announcement is under no circumstances to be construed as an offering of these securities for sale, or as an 
offer to buy, or as a solicitation of an offer to buy, any of such securities. These securities 
are being offered only by means of the Prospectus. 6 


900,000 Shares 


CANADIAN FUND, INC. 


Capital Stock 


($1.00 Par Value) 


Price $12.75 per Share* 


*If sold in single transactions involving less than $25,000 
each. On single transactions involving $25,000 or more the 
price per share is less than $12.75, the exact price depend- 
ing upon the amount involved, as set forth in the Prospectus. 


Copies of the Prospectus may be obtained in any State in which this 
announcement is circulated from only such of the underwriters, including 
the undersigned, as may legally offer these securities in such State, 


& Co. 


Dominick & Dominick 
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Outlook for Insurance Stocks 


By SHELBY CULLOM DAVIS* 
Partner, Shelby Cullom Davis & Co. 
Members, New York Stock Exchange 


Specialist in insurance stocks expresses view stage will be set 

for an increase in insurance company earnings, provided there 

is no further inflation in commodity prices during 1952 and 

1953. Says, if underwriting earnings of both fire and casualty 

companies return to average of past 13 years, a profit margin 

of 6% would be attained, which would represent an imcrease 
in aggregate underwriting profits of no less than 80%. 


A new insurance underwriting 
cycle may be in the making. I do 
not believe it is generally realized 
that last year was the second 
poorest in 
overall fire 
and casualty 
underwriting 
results in the 
past 13 years 
of war and in- 
flation since 
1939. Interest- 
ingly enough 
the worst year 
in the past 13 
occurred just 
five years ago, 
in 1946, and it 
is an historical 
fact that in- 
surance un- 
derwriting cy- 
cles frequently run in five-year 
intervals. 

For example, the underwriting 
profit margin of 228 stock fire and 
casualty insurance companies last 
year was only 3.3% of earned 
premiums. In 1946 the margin was 
only 1.2%, which represented the 
poorest showing not only in the 
past 13 years but in more than 
two decades. 

Fire earnings are comparing 
favorably this year to a year ago, 
nationwide losses being up only 
1% during the past two months 
whereas earned premiums have 
increased four or five percent, 
t': s decreasing the loss ratio. In 
€a ded coverage the companies 
are having a substantially better 
experience due to the fact that in 
1951 they had to contend with an 
unexpectedly large carryover of 
$75-80 million from the Thanks- 
giving hurricane of 1950. While 
ocean marine has not been good 
‘his year due to severe winter 
storms and several crackups on 
the seas, other fire and allied lines 
have been profitable so that the 


overall fire picture-is good. 





Shelby Cullom Davis 





*Excerpts from an address by Mr. 
Davis before the Eastern Pennsylvania 
Group of Investment Bankers Associa- 
tion of America, Philadelphia, Pa., April 
25, 1952. 


In casualty there are signs that 
the pendulum may be turning. 
Last year was one of the most 
catastrophic the business has ever 
seen. The culprits, of course, were 
the automobile lines, both bodily 
injury and property damage, as 
well as workmen’s compensation 
and general liability to a certain 
extent. There seems to be consid- 
erable pessimism at the moment 
about automobile lines. However, 
several companies have privately 
reported considerably better ex- 
perience than a year ago during 
the first quarter and although this 
is not universal it would appear 
that a turn is near at hand. The 
National Bureau of Casualty Un- 
derwriters has publicly announced 
that it will seek further substan- 
tial automobile rate increases 
within the next 30 days—and these 
increases coupled with what ap- 
pears to be a cessation of infla- 
tionary pressures should put the 
automobile line.s in the black. 
Workmen’s compensation rates are 
being increased in various states 
as are general liability rates. 


In these days of pessimism about 
the automobile lines it seems to be 
forgotten that they produced an 
aggregate profit of 2.7% during 
the decade of the 1930’s which 
was also inflationary. The loss in 
1945-50 has been an average of no 
less than 11.5% but corrective 
measures are being taken along 
many lines and there is an old 
adage in insurance that there is 
“nothing that rates won’t cure.” 


Admittedly whether we are 
entering a new upward cycle of 
insurance earnings depends pri- 
marily upon the course of the in- 
flation during 1952 and 1953. If 
the crest has been reached for the 
time being so that commodity 
prices will remain within a nar- 
row range during the next several 
years, then the stage would seem 
to be set for another dynamic in- 
crease in insurance companies’ 


earnings, which have been in a 

dowi™vard phase since 1949. 
What would be the potentialities 

of this insurance earnings cycle? 





If insurance underwriting earnings 
of both fire and casualty com- 
panies simply return to the aver- 
age of the past 13 difficult years 
of war and inflation, a profit mar- 
gin of 60% would be attained, 
which would represent an increase 
in underwriting profits of no less 
than 80%. This would mean that 
underwriting profits would in- 
crease from the $177 million of 
1951 to $321 million. 


However, it would be distinctly 
unusual if insurance underwriting 
profits stopped there, just as the 
trough of an underwriting cycle 
is well below the average. Should 
the peak in the coming insurance 
underwriting cycle only reach the 
average of the five best years in 
the past 13 years (which does not 
seem an unreasonable assump- 
tion), then the underwriting profit 
margin would reach 8.8% and un- 
derwriting profit would increase 
167% from the 1951 level—and 
to a figure of $470 million from 
$177 million. That is surely an 
objective well worth striving for. 


During the course of the next 
cycle should the underwriting 
profit margin reach the peak fig- 
ure of the last cycle, or 12.4% at- 
tained in 1949, then the rise in in- 
surance underwriting profits 
would be no less than 277% from 
1951 and would reach $663 mil- 
lion. This would represent the 
maximum objective and would 
probably only be attained with 
the help of extreme good fortune, 
such as dearth of catastrophies. 


Whether the minimum objective 
is gained of an 80% increase in 
underwriting profits or the rea- 
sonable “citadel” topples of a rise 
of 167% in underwriting profits, 
the outlook would appear to be 
highly favorable at a time when 
most industrial earnings seem to 
be trending downward. The 
change from an inflationary psy- 
chology to one of “wait and see” 
is also bound to be favorable to 
the insurance group. Since the 
outbreak of hostilities in Korea 
investors have turned their atten- 
tion to inflation-hedge shares and 
insurance stocks have been 
neglected. In a strong technical 
market position, they should have 
considerable appeal at this junc- 
ture to investors who are looking 
for companies which would bene- 
fit from a deflationary trend. 


As I appraise the outlook for 
the American economy for the 
next few years I am conscious of 
three enormous problems: labor, 
inventories, and overcapacity. Al- 
ready many businesses are bur- 
dened with either one or a 


combination of these factors and 
after the great capital goods boom 
of the past nearly seven years it 
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would be surprising if industrial 
plant capacity had not in many 
cases overtaken demand. The in- 
surance business, however, is 
faced with none of these prob- 
lems. There is certainly no labor 
problem as the mass production 
industries know it although there 
is of course the same white collar 
problem which banks and other 
financial institutions have. There 
is no spectre of the falling mar- 
ket and what it could do to in- 
ventory—because there is no in- 
ventory. Actually a decline in 
commodity prices would enable 
insurance companies to settle 
their outstanding claims at re- 
duced costs—and this would be 
favorable. And as for overcapa- 
city, it can categorically be stated 
that none exists in the insurance 
business; in fact there is an un- 
dercapacity if anything. Insurance 
seems well insulated against the 
major problems which business 
faces during the years immedi- 
ately ahead. 

There is furthermore the great 
tax advantage which insurance 
shares enjoy and which seems so 
seldom to be mentioned. The 
other day I received an adver- 
tisement about a book by a well- 
known tax specialist which indi- 
cated the tax savings which might 
accrue from ownership of a 
citrus fruit grove and watching 
your fruit gradually ripen on the 
bough (so to speak) and eventu- 
ally selling the grove for a capital 
gain. Similarly with a herd of 
cattle. But why Eastern invest- 
ors, far removed from such eso- 
teric fields, should go in either 
the fruit or cattle business when 
there are insurance stocks is dif- 
ficult to see. Certainly a “blue 
chip” such as Hartford Fire yields 
only 2%% at current market but 
the capital growth based upon 
last year’s subaverage earnings 
was 7%. The yield on Springfield 
Fire & Marine of 4.35% is less 
than a high grade public utility 
but then the capital growth, again 
based upon last year’s subnormal 
earnings, was nearly 9% based 
upon current market. With high 
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income taxes prevailing it seems 
far sounder for an investor to take 
a smaller yield and have his capi- 
tal grow than to receive a larger 
return such as from public util- 
ities or bank stock investments, 
and have much less growth. Free- 
dom of insurance companies from 
section 102 of the Treasury is also 
helpful. The State Insurance 
Commisioners have taken a strong 
position that insurance company 
surpluses should be allowed to 
grow as further protection to the 
policyholders. 

Which insurance groups will 
perform the best during the bal- 
ance of the year? The “blue chips” 
have been bought continually by 
the pension funds and other pro- 
fessional buyers during the past 
two years, so that while attractive 
on a longer term basis, their mar- 
ket prices are not particularly out 
of line with their underlying 
values. However, the good grade 
companies have been neglected 
marketwise and have been virtu- 
ally friendless since the spring of 
1950. Some of these stocks, such 
as Fire Association or Aetna, are 
selling nearly 10 points below 
prices achieved two years ago. 
Meanwhile their investment in- 
comes have increased 25-30% as 
have their liquidating values. 
Yields of 4-442% can be obtained 
in the “‘good grade” group—and I 
think that this yield will be suf- 
ficiently attractive to entice in- 
vestors who have substantial prof- 
its in other groups whose outlook 
is less attractive. 

In the past when insurance 
stocks of sound companies could 
be purchased at 10-13 times in- 
vestment income alone and at dis- 
counts of 30-40% from liquidating 
value, a long-term buying point 
had been reached. This is true in 
many good grade insurance stocks 
at the present time. The general 
national economic situation would 
seem to be favorable for an ex- 
pansion of insurance company 
earnings—so that the group gives 
promise of moving out of its re- 
stricted market range during the 
months ahead. 





Treasury Raises Rates on Savings Bonds 


Secretary Snyder announces changes in E bonds giving a 
higher return in earlier years and shortening maturity from 10 
years to 9 years, 8 months, with compound interest rate of 3%, 
if held to maturity, and a new series H bonds. Series F and G 
bonds are discontinued, and a new series J and K bonds, 
bearing higher interest rate will be offered as substitute. 


Secretary of the Treasury 
Snyder has announced that, effec- 
tive May 1, a number of changes 
will be made in United States 
Savings bonds, 
the purpose 
of which is to 
offer slightly 
higher inter- 
est returns to 


purchasers. 
Briefly, the 
changes as 


announced by 
Secretary 
Snyder, are as 
follows: 

(1) Series 
E Bonds: The 
first thing 
that has ‘been 
done with re- 
spect to E bonds issued on and 
after May 1, 1952 has been to im- 
prove the intermediate redemp- 
tion schedule to give a higher 
return in the earlier years. In- 
terest will start at the end of six 
months instead of at the end of 
one year as formerly. The rate 
accrued at the end of six months 
will be 1.07%; at the end of one 
year, 1.59%; at he end of two 
years, 2.10%; at the end of three 
years, 2.25%; at the end of five 
years, 2.52%, and so on. The over- 
all interest rate on E bonds has 
also been raised—from 2.9% to 
3% compounded semi-annually, 
the maximum permitted by the 
law. The $18.75 issue price on a 
$25 bond has been retained—as 


John W. Snyder 





has the $4 return for a $3 invest- 
ment. The change in the over-all 
return has been effected by short- 
ening the length of the Series E 
bond from ten years to nine 
years, eight months. The new in- 
terest rate schedule does not ap- 
ply to bonds outstanding for the 
period up to their original ma- 
turity. 

The interest rate on the E bond 
during the extension period after 
maturity has also been raised for 
all bonds which have not yet ma- 
tured, so that the return will be 
3%, compounded semi-annually, 
during the additional ten years of 
an E bond’s life under the exten- 
sion privilege. The new rates on 
the extension will not apply to 
bonds which have matured prior 
to May 1, 1952. , 

In addition to these changes in 
the terms of E bonds, the Treas- 
ury has doubled the annual limit 
on E bond purchases from the 
$10,000 maturity value now in ef- 
fect to $20,000 maturity value. 


New stocks of bonds with the 
new intermediate redemption val- 
ues and the new maturity will not 
physically be available on May 1. 
The existing stock of E bonds will 
be sold throughout the period 
prior to the availability of new 
bond stock. Every E bond sold 
after May 1 will by regulation, 
however, obtain the revised terms 
and conditions. As soon as new 
stock is available, any purchaser 


Continued on page 37 
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A Plea for Increasing Bank Capital 
By Issue of Preferred Shares 


By MORRIS A. SCHAPIRO* 
President, M. A. Schapiro & Co., Inc. 


Bank stock specialist, in condemning reluctance of banking 


authorities to permit banks to 
sale of preferred stock as an 
presents arguments supporting 


increase their capital through 
injury to bank shareholders, 
bank financing through issue 


of senior shares. Points out current difficulties in increasing 

bank capital by offering additional common shares, when 

shares sell at discount below liquidating values, and lists 

various advantages of preferred stock both to banks and to 
their shareholders. 


The reluctance of banking au- 
thorities to permit banks to in- 
crease their capital through sale 
of preferred stock is a denial of 
the property 
rights of bank 
shareholders. 
This denial 
bears heavily 
on bank 
stockholders 
especially to- 
day when 
their shares 
are quoted at 
a discount 
from book 





values. Low 
earnings due 
to high oper- 


Morris A. Schapiro 


ating costs, 
controlled in- 
terest rates, and penalizing taxa- 
tion are the reasons for banks at 
a discount even in these good 
times. Yet banks need more capi- 
tal because the volume of their 
business is constantly growing. 
How to obtain this capital is the 
problem. 


The unwillingness of the author- 
ities to approve senior capital 
for banks places shareholders in 
an untenable position and pre- 
sents a threat to private banks if 
they are to continue to function 
independently. Stockholders are 
naturally attracted to the imme- 
diate benefits of escape through 
sale, merger. or even outright 
liquidation. The position of the 
authorities will not halt the cur- 
rent merger trend; on the con- 
trary, it serves to intensify the 
reasons for mergers, and the re- 
sultant pressures can only lead 
to outright liquidations. 


Obviously, if banks are to con- 
tinue as independent businesses, 
they must be profitable for their 
stockholders. But, for these stock- 
holders, common stock offerings 
in the current discount market 
are certainly not profitable. They 
must suffer the penalties and 
costly dilution of their investment 
whenever additional shares are 
sold. 


Pressed by demands for addi- 
tional capital from the very bank- 
ing authorities who frown upon 
senior capital, bank stockholders. 
unwilling to suffer dilution of 
their equity. face a dilemma. One 
solution which should be avail- 
able is the issuance of preferred 
stock providing a means to in- 
crease capital without penalizing 


present stockholders. Preferred 
stock will not remedy the basic 
earning ills of banks. But, be- 


cause of current conditions, banks 
should consider the advantages of 
issuing preferred stock. 


Difficulties of Financing by 
Common Stock 


New financing by the common 
stock method can only be effected 
at or below the current quota- 
tions which ere already at a dis- 
count from book value. Thus, to 
obtain the needed capital, banks 
are compelled to accept less than 
fair value for their shares. As we 
all well know, rights to subscribe 
are traded in pennies and are 





*An address by Mr. Schapiro at the 
Third Annual Conference of the Eastern 
Pennsylvania Group of the Investment 
Bankers Association, Philadelphia, 


Pa., 
April 25, 1952. 


sometimes quoted as worthless. 
Current and prospective earnings, 
not asset values, create this dif- 
ficulty. Existing stockholders are 
forced to admit “new partners” 
on penalty terms, set by low earn- 
ings, and not by liquidating 
values. Under common stock fi- 
nancing in this discount market, 
property of stockholders, unwill- 
ing or unable to take up their 
pro-rata subscriptions, is, in ef- 
fect, given away to these “new 
partners.” 

Preferred stock financing, how- 
ever, provides a safe and practical 
method for banks to-obtain addi- 
tional capital. It avoids the dis- 
advantages of common stock fi- 
nancing. The shareholder’s in- 
vestment is protected; his earn- 
ings and dividends conserved. 

“Bank preferred” does not im- 
pair the equity of “bank com- 
mon.” Stockholders are not forced 
to take in partners and subsidize 
them. Preemptive rights to sub- 
scribe to “bank preferred” are 
retained by the shareholder who 
may elect to exercise them or not. 
If not, others readily will. But no 
“gift” of the business is involved. 

“Bank preferred” is a_ stable 
and high-grade security. Pre- 
emptive rights to subscribe pro- 
vide an investment opportunity 
for shareholders who have already 
demonstrated faith and interest 
in their institution by their hold- 
ing of its common shares. Those 
rights to subscribe for preferred 
which are not taken up by their 
owners will find ready takers in 
the investment markets. 


How will offerings of preferred 
capital be received by outside 
private and institutional inves- 
tors? They are aware that the 
discount on bank shares reflects 
the low rate of earnings on stock- 
holders’ money and is no indica- 
tion of any internal weakness in 
banks. They realize that bank 
managements will undoubtedly 
avail themselves of every oppor- 
tunity to retire preferred stock 
out of retained earnings. Further, 
because of its intrinsic merit and 
the 85% tax exemption of its divi- 
dend .to corporate taxpayers, 
“bank preferred” would command 
the widest acceptance among in- 
stifuitional investors, such as in- 
sufamce companies, savings banks, 
and others. 


Even with impsoved earnings 
resulting from possible correction 
of existing tax inequities, senior 
capital has continuing advantages. 
The benefits for common stock- 
holders are so great that many 
banks will adopt preferred stock 
as a permanent part of their capi- 
tal structure. 


Further Advantages of Preferred 
Stock Financing 


Let us consider further the ad- 
vantages of preferred stock fi- 
nancing. After common stock fi- 
nancing,- stockholders find their 
book value lower because the ad- 
ditional shares were necessarily 
sold at a discount In the case of 
preferred stock financing, how- 
ever, the book value of the com- 
mon stock is unaffected. This is 
sq because preferred can be sold 
at par and full value realized. 
With the sale of common, only 
partial value is available. 

In common stock financing, the 





earning power of the shares is 
diluted since the rate of earnings 
on the additional capital cannot 
possibly match the earnings on 
the eartier capitalization. The dif- 
ficulty increases with the discount 
at which the shares must be priced 
to sell. In recent common stock 
offerings, in order to attract new 
stockholders, the price was set to 
produce a yield for these new 
investors of nearly 5%, whereas 
the rate received by old stock- 
holders on their book value had 
been less than 4%. This penalty 
is indicative of the general ac- 
knowledgement that bank earn- 
ings are too small. 


In other bank financings, old 
stockholders were penalized even 
further. Moreover, in many banks, 
it is only now being realized that 
Federal tax laws prevent this new 
capital from earning its dividend 
requirement and that the old 
stockholders are, in effect, making 
good the dividend on the newly 
issued shares. 


In preferred stock financing, 
however, earning power for ex- 
isting stockholders is readily con- 
served and likely to increase. 


Should common share earnings 
improve, the discount from book 
value will, of course, narrow and 
finally disappear. Senior capital 
may then be retired through of- 
ferings of common stock without 
costly dilution. 


On the other hand, should busi- 
ness fall off, banks could find 
themselves with excess capital. 
The bank which sold additional 
common stock has committed it- 
self to the new partners to whom 
dividends must be paid. Where 
preferred stock has been sold, 
however, the original amount 
may have already been reduced 
through retirement. Moreover, 
the management would have free- 
dom of action and the means to 
retire the balance. 


In the event of a sale or merger, 
where preferred stock financing 
has been undertaken, sharehold- 
ers will realize the full value of 
their shares; not so in the case of 
common stock. The merger bene- 
fits must be divided with the 
owners of the new shares. 


In addition to protecting the 
property interest of shareholders 
—~assets, earnings, and dividends 
—preferred stock financing gives 
management a flexibility not pos- 
sible under common stock financ- 
ing. Under preferred stock fi- 
nancing, there is the prospect that 
quotations for bank shares can 
advance to book values; this is 


not so under common stock fi- 
nancing. . 

Bank stockholders are today in- 
creasingly aware of additional 
capital needs and they anticipate 
that they may be asked to ap- 
prove a common stock offering at 
any time. New investors, how- 
ever, are disposed to await com- 
mon stock offerings in order to 
obtain their “free gift.” Thus, 
common stock financing at this 
time insures the prolongation of 
the discount market. 


The expansion of capital 
through common stock financing 
negates the improvement in per 
share earnings achieved through 
the increased volume of business 
whicn now calls for this addi- 
tional capital. Clearly, just when 
per share earnings reach a point 
where the discount begins to nar- 
row, common stock financing in- 
creases the number of partners 
whose dividend requirement rep- 
resents a new commitment. Tne 
issuance of preferred stock pre- 
cludes this condition. 


We have seen how the threat 
of common stock financing keeps 
bank shares at a discount. And, 
while the discount market con- 
tinues, the desire of stockholders 
to sell or merge their banks is 
readily understandable. Stock- 
holders are fully aware of how 
profitable merger transactions can 
be. They find merger proposals 
irresistible. 

On Dec. 31, 1945, there were 70 
banks operating in New York 
City, including national banks, 
State banks and trust companies. 
Today their number is 55. The 


most profitable bank shares to 
have held in this period were the 
shares of this group of 15 banks 


which gave up. 


Not All Banking Authorities 
Opposed to Preferred Stock 


It should be noted that not all 
banking authorities are reluctant 
to approve preferred stock financ- 
ing. Some banking authorities 
have already recognized the ex- 
the 
“emergency” nature of the pres- 
ent capital requirement situation. 
Thus, in New Jersey, in February 
of this year, a State bank obtained 
the approval of the State Superin- 
tendent and the warm endorse- 
ment of the FDIC before market- 
ing successfully its senior issue 


isting realities and even 


of convertible preferred stock. 


Maple T. Harl, Chairman of the 
FDIC, noting that the directors of 
this New Jersey bank had rec- 
ommended the sale of new pre- 
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ferred stock, wrote to its Presi- 
dent: “The members of your 
Board are to be commended for 
this progressive step in encourag- 
ing additional capital for the bank 
which will further strengthen its 
position and enable it to better 
serve its customers.” 


In view of the desirability of 
senior capital at this time, it is 
perhaps noteworthy that no na- 
tional bank thus far has actually 
offered a preferred issue. It is 
known, however, that a number 
of large member banks, State and 
national, have been actively con- 
sidering this means as a solu- 
tion to their capital problems. 
However, as yet, it appears that 
they have been unable to move 
the authorities. 

Meanwhiie, only last week, an- 
nouncement was made by a prom- 
inent Midwest bank holding com- 
pany of plans to market $5 mil- 
lion of convertible preferred 
stock, This follows similar action 
late last year by the largest bank 
holding company in the East 
which successfully offered $11 
million of preferred. Its conyer- 
tible shares, now listed on the 
New York Stock Exchange, com- 
mand a premium of approxi- 
mately 10% over the issue price. 


Shareholders of individual 
banks are at a great disadvantage 
with respect to the shareholders 
of bank holding companies which 
enjoy the freedom to issue senior 
securities. The question may prop- 
erly be asked: Why should stock- 
holders of unit banks be denied 
the opportunity to finance expan- 
sion through methods available 
to bank holding companies and 
other corporate business enter- 
prises? 

Unless banking authorities gen- 
erally recognize the “prosperity 
emergency” now confronting 
banks, shareholders of many in- 
stitutions will ignore demands for 
capital increases. In a free enter- 
prise economy, the bank stock- 
holder, as in other businesses, is 
concerned with protecting his in- 
vestment. The more profitable 
the investment, the more likely 
he is to increase it. 


Bank shares are at a discount, 
even in these good times, how- 
ever, and the stockholder’s reser- 
vations about the future of his 
investment are understandable. 
Asked to increase his investment 
or take in partners at a discount, 
he is likely to seek another alter- 
native. He can vote “no” on a 
proposal to increase capital and 


Continued on page 28 
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W. E. HUTTON & CO. 
HEMPHILL, NOYES, GRAHAM, PARSONS & CO. 


SHIELDS & COMPANY 


This advertisement is neither an offer to sell nor a solicitation of offers to buy any of these securities, 
The offering is made only by the Prospectus. 


500,000 Shares 


SOUTHWEST NATURAL GAS COMPANY 


COMMON STOCK 


(Par } aiue Tea Cents per Share) 


PRICE $7.00 PER SHARE . 


Copies of the Prospectus may be obtained from any of the 
including the undersigned, only in States in which such underwriters cre 
to act as dealers in securities and in which the Prospectus may legally be distributed. 


WHITE, WELD & CO. 


CRAIGMYLE, PINNEY & CO. 
KIDDER, PEABODY & CO. 


several underwriters. 


qualified 








HALLGARTEN & CO. 


WINSLOW, DOUGLAS & McEVOY 








14 


(1822) 


The Economics of the , 
Guaranteed Wage 


By EMERSON 


P. SCHMIDT * 


Director, Economic Research Department 
Chamber of Commerce of the United States 


Dr. Schmidt discusses economic implications of the Guaranteed 
Wage, and indicates limited experience with this form of wage 
contract has led to inconclusive results. Holds production and 
sales of individual firms should be stabilized before there 
should be commitment to a minimum wage. Concludes if reason- 
able prosperity can be maintained in years ahead, and em- 
ployers take steps to eliminate instability in their operations, 
with the aid of closer cooperation of labor, management and 
government in the economy, more steady jobs for workers 
can be achieved. 


Adequate job opportunities, con- 
tinuity of employment and income 
are in the national interest. The 
worker and his family, the em- 
pioyer and the 
community, 
all benefit. 

Efforts to 
improve job 
security merit 
a maximum of 
support. No 
one gains from 
insecurity. 
The typical 
worker has no 
source of in- 
come other 
than his pay 
envelope. His 
well being and 
that of his 
family are de- 
pendent upon a steady flow of pay 
checks. 

A dynamic free economy ulti- 
mately governed by free consumer 
choices is subject to constant 
change. Wars and shifting inter- 
national conditions subject our 
economy to still further changes, 
including unemployment, often 
under government directives. 

Employers, like employees, are 
to some extent the victims of this 
constant, ceaseless change. 

To the degree to which unem- 
ployment cannot be prevented, 
hardships may be mitigated 
through personal savings, through 
unemployment compensation and 
by other means. But these are not 
adequate substitutes for produc- 
tive employment at satisfactory 
wages. 





Dr. E. P. Schmidt 


Slow Progress of Guaranteed 
Wage 

Does the guaranteed wage merit 
consideration as a further step in 
eur arsenal for overcoming inse- 
curity? In spite of an enormous 
‘iterature on the guaranteed wage 
and a great deal of experimenta- 
tion with it, not much real prog- 
ress has been made either here or 
abroad. 

In 1947 “Guaranteed Wages,” a 
report to the President by the Ad- 
visory Board of the Office of War 
Mobilization and Reconversion. 
identified only a few plans with 
seme 61,000 workers covered un- 
der a highly restrictive definition 
which included all plans with a 
Zuarantee of over three months. 

A subsequent spot check by the 
Bureau of Labor Statistics re- 
vealed that the number of plans 
in effect in 1951 was essentially 
the same as reported four years 
earlier in 1947. This does not in- 
dicate any progress. 


Stabilization Must Precede 
Guarantee 


The business executives who 
heve adopted the guaranteed wage 
stress, without exception, that 
their guaranteed wage program is 
it result of prior regularization 
policies and programs. For this 
teason, Jay C. Hormel, Chairman 
uf the Board of Geo. A. Hormel 
(4., Austin, Minn., states that he 





*A statement by Dr. Schmidt to the 
\Vage Stubilization Board in the matter 
“of United Steelworkers of America, CiO 
—— steel and oil companies, Feb. 


now regrets that his stabilization 
program has become indentified 
with the phrases “annual wages, 
“guaranteed wages,” and the like. 
He feels the cart has been put be- 
fore the horse. Richard R. Deu- 
pree, President of the Procter & 
Gamble Company, another leader 
in the field, has viewed the guar- 
antee as a result of prior long- 
range management policies to reg- 
ularize production or sales or both. 
The guarantee is incidental, es- 
pecially since most companies re- 
serve the right to terminate it. 


In a recent pronouncement the 
Geo. A. Hormel Company made 
this significant statement: 


“This guarantee of ours is de- 
signed not as a protection to the 
employees through the medium of 
the guarantee, but rather as a 
compulsion of management to so 
conduct itself that the guarantee 
need never be invoked... . Cer- 
tainly our Company is wholly 
unable to redeem the money con- 
sideration in such a guarantee 
unless we can keep our people 
actually and _ profitably em- 
ployed. The entire asset value of 
our Company, cashing everything 
we own, would only be sufficient 
to redeem a 10-months’ guarantee. 
If we as a Company cannot make 
such a guarantee, neither can our 
community, for we know that in 
our town all of the bank assets 


including county deposits, city 
deposits, all the money owned 
by all of us would only cover 


the payroll for nine months. So, 
when using the phrase ‘guaranteed 
annual wage, we must ask the 
question — guaranteed by what? 
The only guarantee we know of 
is the ability of management to 
manage, coupled with willingness 
of workers to work. If either fails, 
then the guarantee fails.” (“An- 
nual Wage,’ Geo. A. Hormel 
Company, March 29, 1950.) 

Geo. A. Hormel Company al- 
though having engaged in collec- 
tive bargaining for a great many 
years, has scrupulously avoided 
making the guaranteed wage a 
part of the collective bargaining 
contract. The same _ statement 
quoted above states, 


“Our people have as much se- 
curity as we can possibly give 
them, but none of the security is 
contractual security. All of the 
security depends on earnings.” 


Legislative Action Opposed 


The Report of the President’s 
Advisory Board in 1947 stated 
that 

“The adoption of a guaranteed 
wage plan should not be the sub- 
ject of legislative action, but 
should be referred to free collec- 
tive bargaining.” 

It is of some importance to note 
that adoption of all the most 
publicized and best known guar- 
anteed wage plans has taken 
place outside of collective bar- 
gaining. A guaranteed wage plan 
raises many serious difficulties 
and almost unbelievable compli- 
cations which require continuous 
changes and adaptations. Once the 
matter is reduced to collective 
bargaining, vested interests. in 
words and phrases, to say nothing 





of practices, may prevent essen- 
tial alterations and adaptions. 

If the Advisory Board was right 
in 1947 in warning against legis- 
lation, the question should also 
be raised whether this warning 
should not apply with equal or 
even greater force to a wage panel 
or board especially set up to 
handle a particular wage demand. 

If this is a matter on which the 
popularly elected representatives 
of the people should not pass 
judgment, it would seem to be 
even more questionable to have 
appointed officials passing judg- 
ment on this matter. In other 
words, a wage board picked and 
appointed to handle specific wage 
demands would seem to be exer- 
cising becoming modesty, appro- 
priate self-restraint, if it hesitated 
to step into an area that by com- 
mon consent is not ripe for legis- 
lation. 

This is especially important 
when one considers the signifi- 
cance of the steel industry. This 
industry has on frequent occa- 
sions set the pattern for most 
other metal working and machine 
shops in thé land. But it goes 
even farther. Wage-making and 
wage-policy have run by nation- 
wide pattern. However much the 
members of the Board wish to 
restrict their findings to the case 
before them, it is unrealistic to 
assume that any decision will not 
ramify into every’ other industry 
with promptness and dispatch. 
The decision here will set a prece- 
dent and the following comment 
includes this assumption. 


With this background, let us 
now turn to a study of the nature 
of our economy and the economic 
environment in which a guar- 
anteed wage would have to op- 
erate. 


Constant Change in Our Economy 


Enormous geographical shifts 
are constantly taking place which 
may have an important bearing 
on the guaranteed wage. For ex- 
ample, in the brief period from 
1940 to 1950 four states lost 
population while the remainder 
made gains ranging from less than 
1% to over 53%, as against a 
national average gain of 14.5%. 
Similar and even greater shifts 
took place within the several 
States. Would the guaranteed 
wage, by tending to reduce 
population and labor , mobility, 
add an additional factor making 
for greater inflexibility and lower 
productivity? 

New products, new machines 
and new materials necessitate 
change in employment. The auto- 
mobile, airplane, radio, atomic 
energy, plastics, synthetic rubber 
and a host of other new products 
have given rise to new industries, 
frequently in new locations, and 
in some cases, have meant the 
shrinkage, or virtual disappear- 
ance of other industries. 

Between 1939 and 1948 the 
number of production workers 
employed in manufacturing in- 
dustries increased 60%. But this 
increase was not uniform. For ex- 
ample, employment in the manu- 
facture of locomotives in 1948 
was 397% of the 1939 level, while 
employment in the manufacture 
of tobacco and snuff was only 
77% of the 1939 level. 


Employment in 1948 for the 
following industries was more 
than 250% of 1939 employment. 

1948 employment 
as percent of 

1939 employment 

397 % 
365 


Locomotives 
Explosives and safety fuses 
Aircraft and parts, excluding aircraft 


engines 345 


Chemicals, not elsewhere classified 297 
Aircraft engines - 289 
Pumps and pumping equipment 285 
Engines and turbines 284 
Communication equinment 284 
Housefurnishings, other than cur- 
tains, etc. = 270 
Fire exiinguishers ae : 267 
Agricultural machinery, excluding 
tractors aiia 263 
Abrasives —_ ind 259 


Despite the 60% increase in 
manufacturing employment dur- 
Continued on page 30 
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Bank and Insurance Stocks 


By H. E. JOHNSON 


This Week — Bank Stocks 


Kidder, Peabody & Co., 17 Wall Street, New York, New York, 
recently issued a study entitled “The Case for Bank Stocks.” This 
is the 1952 edition of a similar report published in each of the 
past two years. 


The investment firm in the current analysis covers the opera- 
tions of 14 New York City banks and 10 institutions in a number 
of other cities, including Boston, Chicago, Philadelphia, Pittsburgh, 
San Francisco, Los Angeles and Dallas. The report for 1952 is 
somewhat more comprehensive than earlier editions and has been 
expanded to include a number of institutions not covered in pre- 
vious reports. 


The study presents the salient statistics on the operations of 
the different banks and shows the comparative performance of 
the various institutions relative to deposits, earnings, dividends 
and book values. 


Some of the significant highlights summarized in the report 
include the following: 


(1) Although New York City bank stocks have advanced 
moderately since the start of the Korean war, the gain made by 
the general stock market during the same period has been sub- 
stantially greater. Relative to the Dow-Jones Industrial average, 
bank stocks at the current market levels are at the lowest ratio in 
thirty years. 


(2) The current outiook for bank earnings is considered favor- 
able. 


Operating results for 1951 showed a moderate gain over those 
of the previous year despite a sharp increase in taxes. Present 
indications point to a rising trend of earnings in 1952. 


(3) The factors primarily responsible for this improvement 
in the operating outlook are: (a) high level of deposits, (b) the 
demand for 4oans is expected to be maintained close to the record 
level established in the first quarter, and (c) the increase in 
interest rates over the past year has enabled banks to improve the 
return On both loans and investments. 


In connection with the discussion on deposits the study points 
out that the banks in the report showed a deposit gain of 6% 
in 1951. Because the estimated Federal expenditures for the 
current year are likely to exceed revenues, the government may 
find it necessary to borrow new funds later in the year. Should 
this occur, banks would be the logical purchasers, and this would 
have the effect of increasing deposits at the banks. 


(4) The commercial banks of the country are carrying an 
unfair share of the tax burden. Because of the conditions existing 
at the time ef the imposition of the excess protits tax and the 
limitation on earnings imposed by that law, earnings over 3.84% 
on invested capital became subject to the excess profits levy. 


Because of this fact and the apparent inequity of bank taxes 
as compared with a number of other industries, the Federal 
Reserve authorities have undertaken a study of bank taxes. The 
inference is that some relief will be sought for the present in- 
equities. 


(5) The yield obtainable on bank stocks at present prices is 
fair. Another important consideration with respect to dividends 
on bank stocks is their regularity. Of the banks covered in the 
Kidder, Peabody & Co. report consecutive dividend payments 
have been maintained for 72 years on the average. This regularity 
of income compares favorably with that of good grade bonds and 
preferred stocks and the yield is somewhat higher. 


(5) Current dividend payments represent only 62% of earnings 
and are considered reasonably secure. Modest increases in cur- 
rent disbursements are possible in certain instances. 


(7) Because of recent changes in laws governing fiduciaries 
and the increase of pension funds, there is a growing demand for 
equities which qualify as “Prudent Man” investments. Bank 
stocks with their long records of earnings and dividends, seem 
especially qualified to meet the needs of the various investors. 


An additional factor favorable to institutions is the tax con- 
sideration. In other words, institutions holding common stocks 
enjoy an 85% tax credit on dividends received. This means that 
only 15% of dividends become subject to normal and surtaxes. 
Obviously, this gives common stocks, including bank shares, 2 
considerable advantage to institutions in the production of income. 


(8) Book values for most banks are considerably above cur- 
rent market prices and are stated on a conservative basis. 


(9) In conclusion, the report concludes that “bank stocks 
appear attractive for their fair yield and possibilities of price 
appreciation.” 

These highlights of the Kidder, Peabody & Co. report are 
supported by statistics for the 24 banks. It is an excellent report 
and should call attention of a number of investors to the advan- 
tage of utilizing bank stocks in their investment programs. 
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Investors Research 


(Special to THE FINANCIAL CHRONICLE) Christiana 
SANTA BARBARA, Calif. — Ad 
Robert W. Bridwell and Rodger Securities Co. 
W. Bridwell are engaging in a 
securities business under the name We have prepared a new 
of Investors Research Co., with Bulletin which we will be 


glad to supply on request. 


Laird, Bissell & Meeds 


Members New York Stock Exchange 
Members New York Curb Exchange 
120 BROADWAY, NEW YORK 5, N. ¥. 
Telephone: BArclay 7-3500 
Bell Teletype—NY 1-1248-49 
(L. A. Gibbs, Manager Trading Dept.) 
Specialists in Bank Stocks 


offices at 17 East Carrillo Street. 


With Florida Securities 


(Special to Tue Financiat CHRONICLE) 


ST. PETERSBURG, Florida — 
Emanuel M. Davis has become 
associated with Florida Securities 
Company, Florida National Bank 
Building. 
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Report Drop in Business Activity 


Business Survey Committee of the National Association of Pur- 
chasing Agents reveals production declines more than coun- 
terbalance increases, and back orders have taken a sharp drop. 


A composite opinion of purchas- 
ing agents who comprise the Na- 
tionai Association of Purchasing 
Agents’ Business Survey Commit- 
tee, whose 
Chairman 
is Robert C. 
Swanton, 
Director of 
Purchases, 
Winchester 
Repeating 
Arms Co., 
Division of 
Olin Indus- 
tries, Ine.; 
New Haven, 
Conn., indi- 
cates the an- 
ticipated 
Spring up- 
swing in 
industrial ac- 
tivity has not appeared. The 
trend to level off, that was re- 
ported in the March survey, is 
caneeiled by the April reports. 
Back orders have taken a sharp 
drop, 36% reporting this condi- 
tion. Production declines are 
double the increases. Seasonal 
gains in some lines are more taan 
balanced out by further deteriora- 
tion of the general industrial siiu- 
ation. 


The March survey showed a 
correctional tendency to close the 
gap that had developed between 
the reduction of back orders and 
the high rates of production, by 
curtailing output. This is reversed 
in April, and the spread is about 
as great as it was in January. 
Contributing to the unfavorable 
reports are the increasing weak- 
ness of the price structure, some 
inventory liquidation, lower em- 
ployment, and am extremely cau- 
tious .and somewhat pessimistic 
policy on future purchasing com- 
mitmentss The present steel labor 
controversy is creating an uneasy 
attitude toward future cdevelop- 
ments. 


The report states that though 
defense business has picked up 
here and there, it is not sufficient 
to reverse the business decline 
recorded since December. 


The Survey Committee was 
asked this month for an opinion 
on the need for controls, both 
price and materials. 87% favor 
either their complete elimination 
or some modification —67% for 
elimination; 20% for modification. 
Of the latter, the principal recom- 
mendation for modification is the 
use of a simple system of priori- 
ties for direct defense needs. The 
13% voting for retention of con- 
trols are, in the main, of the opin- 
ion that controls will be necessary 
until the outcome of the steel 
controversy is known. 


Robert C. Swanton 


Commodity Prices 


Continued softening of indus- 
trial material markets is reported 
in April, and at an accelerated 
pace, 25%, the highest number 
this year, report offerings at re- 
duced prices. Much of this is in 
fabricated items and overstocked 
warehouse supplies. There is 
comment that many more quota- 
tions below ceiling prices would 
be made if suppliers were assured 
the reduced price would not be 
interpreted as a new ceiling price 
by OPS. Counter to the trend of 
prices are the boost in freight rates 
and the steel wage and price ad- 
justments. 

Inventories 


For the fifth consecutive month, 
reports show substantial pur- 
chased material inventory reduc- 
tions. Adjusting to balance the 
lower order bookings and reduced 
production schedules, coupled with 
price weakness, has made industry 
extremely inventory conscious. 
The usual Spring industrial pick- 





up has not developed. Opinion is 
expressed that an early Summer 
business rise, preparing for vaca- 
tion schedules, may not broaden 
the current inventory policy. 


Employment 


65% report holding the same as 
last month. 12% show increased 
employment and 23% report de- 
creased or shorter working time. 
Lack of orders and production 
cutbacks are more the cause than 
lack of materials. Agricultural 
employment is taking up some of 
the slack in a few areas. Common 
labor is generally available. 
Skilled engineers, mechanics and 
office people are hard to get. 


Buying Policy 

An even tighter commitment 
policy is reported this month. 96% 
report holding within a hand-to- 
mouth to 90-day range, which has 
been the predominant course for 
the past several months. In April, 
there has-been a more pronounced 
movement into the 30- to 60-day 
bracket. Soff prices, easing avail- 
ability, declining order books, and 
lack of confidence in current busi- 
ness conditions all combine to 
create this very cautious view of 
the markets. 
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After observing the behavior of 
the market for the last week, 
bond men are not altogether con- 
vinced that such insurance com- 
pany buying as developed recently 
is indicative of any basic change 


in the views of such institutional 
buyers. 


True, it was buying from such 
sources among others, which 
cleared away a number of recent 
new issues which had tended io 
back up in the imitial offering 
stages. But their buying now ap- 
pears to have been rather fer their 
own convenience than because of 
any revision of their ideas. 


They had been building up 
cash over a period of months in 
spite of substantial purchases of 
new mortgages and ae rather 
formidable flow of privatcly ne- 
gotiated corporate bond deals. 
And for the moment a bit of 
diversification apparently was de- 
sirable. 

The fact is that the big insur- 
ance companies right new show 
little disposition to rush into 
things. Quite to the contrary these 
buyers are just as deliberate in 
their operations as they were 
prior to last week’s sudden foray 
into the new issue market. 


And presumably the Treasury’s 
decision to sweeten the rate on 
its savings bonds, through the is- 
suance of a new 3% series, won’t 
tend to change their ideas. This 
action, of course, is broadly in- 
terpreted in market circles as 
indicative of a more liberal bid 
by the government to institutions 
in the months ahead. 


Unien Electric’s Issue 

Four groups entered bids for 
the $30,000,000 of new 30-year 
first mortgage and_ collateral 
bonds put up for sale by the Union 
Electric Co. of Missouri. 

And a difference of only about 
89 cents per $1,000 bond separated 
the winning bid from the lowest 


Continued on page 47 
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The Outlook 


By MARCUS NADLER* 
Professer of Finance, New York University 


Predicting within next 12 months all industries will undergo 

transition from a sellers’ to a buyers’ market, Dr. Nadler points 

out as two opposing economic forces: (1) filling void of goods 

created by war; and (2) using productive capacity, with 
pressures toward lower prices. 


The economy of the country is 
undergoing a rolling readjustment 
from a sellers’ to a buyers’ mar- 
ket. The soft good industries, 
which have 
not been vi- 
tally affected 
by the defense 
effort and are 
more com- 
petitive in 
character, 
have felt the 
impact first. 
Unless some 
unfoweseen 
event should 
occur which 
would change 
the buying 
habits of the 
public,all 
industries will undergo this tran- 
sition during the next 12 months. 


Business activity in general will 
be under the influence of two 
opposing forces. On the one hand, 
the graaual filling of the economic 
void created by the war, speeded 
up by the sharp increase in the 
productive capacity of the coun- 
try, will lead to keener competi- 
tion and somewhat lower prices. 
On the other hand, the defense 
program and the defense-support- 
ing capital expenditures by corpo- 
rations are generating strong pur- 
chasing power and keeping the 
economy at a high level. So long 
as defense expenditures and cap- 
ital outlays of the present magni- 
tude continue, business activity is 
bound to remain at a high level. 
The constant rise in wages will 
increase costs of production and 
keep prices high. Only when these 


Marcus Nadler 





*Summary of an address by Dr. Nadler 
before the National Notion Association, 
New York City, April 22, 1952. 
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ments at home will strongly in- 
fluence business sentiment. For 
the next twelve months, however, 
the general pattern of business 
seems to be set. While compe- 
tition is bound to become keener, 
business activity should remain at 
a high level and in the immediate 
future should witness an increase. 
The downward readjustment im 
the soft goods industries has in 
the main been completed. Inven- 


‘ tories in the hands of distributors 
expenditures begin to taper off have largely been disposed of and 


can one envisage a material de- a material improvement in these 


cline in business activity and in industries may be expected in the 
sales. sud not-distant future. Construction 
Nevertheless, the transition from in all likelihood will be at a 
a sellers’ to a buyers’ market may higher level than was envisaged a 
have important economic and few months ago and as the supply 
psychological consequences, The of metals increases the output of 
economic consequences, briefly durable consumer goods will rise. 
pr eng mee are: Ap Oe age ona magne 
wi e keener and the margin o * 
profits will tend to decline. (2) a L. Watson Admits 
The liquidity of inventories and of B p 
accounts receivable will decrease, 
_ business in general will en- runs as artner 
eavor to operate on a hand-to- Gaz ; ; 
mouth basis. The psychological Coe, an With Firm 
impact will result from the neces- Henry G. Bruns has been ad- 
sity for changing the attitude of mitted to general partnership in 
the sales force to meet the change T. L. Watson & Co., 40 Wall Street, 
from the sellers’ to the buyers’ New York City, members of the 
market. This will involve not New York Stock Exchange, and 
only greater ingenuity and initi- Lester Coe and Leonard E. Gazan 
ative than has hitherto been re- have become associated with the 
quired, but also more aggressive firm in the Trading Department. 
selling. Mr. Bruns has been in the un- 
A buyers’ market does not mean listed securities business for over 
a depression. The disposable in- 25 years, and for the past 13 years 
come in the hands of the people has had his own firm, H. G. Bruns 
is large, and experience of the & C0. which was cissolved on 
past has shown that where mer- April 30. Mr. Gazan, who for- 
chandise is properly priced and ™merly headed his own firm, and 
well styled it finds a ready mar- Mr. Coe have both been associated 
ket. Business as a whole is head- With Mr. Bruns for several years. 
ing for the pattern which Ramage a ‘ 
prior to World War II, when the 
sellers’ market predominated. The Change Time for 
low-cost producer and distributor 
and the businessman who display Investment Course 
in genuity and initiative will do moRONTO, Ont., Canada.—The 
well. The high-cost producer and [nvestment Dealers Association of 
the business concern that depend Canada has announced that the 
on the hope that another wave of new offering of Course Il ii 
inflationary fears will solve their “Principles and Practices of In- 
problems, are bound to come to vestment Finance in Canada,” 
ief originally scheduled for May, will 
erase PF ' ee F be offered in September instead. 
The international political situ- Both Course I and Course II will 
ation, as well as political develop- be offered simultaneously. 
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1953 2.25% 
1954 2.55 
1955 2.70 
1956 2.85 
1957 2.95 


IRA HAUPT & CO. 


May 1, 1952. 





New York Central Railroad | 
Second Equipment Trust of 1952 


344% Equipment Trust Certificates 


To mature $348,000 annually May 15, 1953 to 1967, inclusive 


To be guaranteed unconditionally as to payment of par value and dividends by endorsement 
by The New York Central Railroad Company 


Issuance and sale of these Certificates are subject to authorization by the Interstate Commerce Commission. 
The Offering Circular may be obtained in any State in which this announcement is circulated from only 
such of the undersigned and other dealers as may lawfully offer these securities in such State. 


R. W. PRESSPRICH & CO. 


WM. E. POLLOCK & CO., INC. 
FIRST OF MICHIGAN CORPORATION 


McMASTER HUTCHINSON & CO. 


$5,220,000 | 








ee 


(Philadelphia Plan) 


MATURITIES AND YIELDS 


(Accrued interest to be added) 


1958 3.00% 1963 3.25% } 
1959 3.05 1964 3.275 
1960 3.10 1965 3.30 

1961 3.15 1966 3.325 

1962 3.20 1967 3.35 


HALSEY, STUART & CO. Inc. 

FREEMAN & COMPANY 

HAYDEN, MILLER & CO. 
McCORMICK & CO. 


GREGORY & SON 


tNCORPORATED 




















—— 
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Monetary Policy and Debt Mot. 
In Economic Stablization 


By ROY BLOUGH* 
Member, Council of Economic Advisers 


Youngest member of President’s Council of Economic Advisers, 
im discussing economic problem of how public debt can be 
handled with least harmful economic results, says special 
situation now calls for special measures. Objects to govern- 
ment competitive bidding in money market as cutting off civil- 
ian demand, and concludes inflationary problem should be 
attacked by holding down total spending, restricting private 
credit and using other measures at disposal of government, 
along with monetary and debt management. 


There would seem to be three 
general kinds of problems in- 
volved in this subject of the rela- 
tionship between monetary policy 
and the man- 
agement of 
the Federal 
debt. At the 
bottom is the 
economic 
problem of 
how to man- 
age the very 
large Federal 
debt with the 
least harmful 
influence on 
the economy. 
This economic 





4 Ce 


a problem com- 

Roy Blough prises several 
problems that 

are more specific, among them 


how to manage the Federal debt 
without contributing to inflation, 
how to manage the Federal debt 
without contributing to deflation 
and depression, and how to man- 
age the Federal debt without 
causing a monetary crisis. 


A second kind of problem might 
be designated the problem of pol- 
icy, or more specifically, the prob- 
lem of choosing among desirable 
objectives. There are many de- 
sirable objectives for the nation, 
among them being the promotion 
of the defense program, the ex- 
pansion of production and produc- 
tive capacity, the maintenance of 
a relatively stable price level, the 
achievement of a fair distribution 
of income and wealth, the promo- 
tion of individual freedom, and 
the advancement of the economic 
security of our citizens. To some 
extent, these objectives can be ad- 
vanced simultaneously. Often, 
however, it is necessary to choose 
among them, to weigh the advan- 
age of a little more of one against 
the disadvantage of a little less of 
another. The rapid shift from a 
civilian economy to a mobilization 
economy, for example, might have 
be-n very difficult to achieve 
without some increase in prices. 


The third kind of problem may 
be designated the organizational 

roblem. This is the problem of 

w to allocate the powers of 
gZovernment in such a manner that 
the economic methods used and 
the policy decisions made will to 
the greatest extent possible pro- 
mote the national interest. 


Public Debt Management 

_The problem to which I wish to 
direct my remarks is the first of 
these three, namely, the economic 
problem of how the public debt 
can be managed with the least 
harmful and most beneficial re- 
sults for the economy. 


The Federal debt, which on 
Dec. 31, 1951, totaled $259.5 bil- 
lion, is one of the most important 
economic facts of our time. This 
Federal debt is 45% of the total 
net debt, public and private, out- 
standing in the United States to- 
day. The largest debt owed by 
any other governmental agency 
is $3.2 billion of gross debt owed 
by the City of New York. The 
largest debt of any business or- 
ganization to come to my attention 


*Statement by Dr. Blough bef th 
Subcommittee on General Credit Contre! 
ond Debt Tngeement of the Joint Com- 

ee on the Economic Report, W - 
ingion, D. C., March 13, 1932. se 


is $3.6 billion. During the year 
1952, it will probably be neces- 
sary for the Federal Government 
to refinance over $35 billion of 
the Federal debt in addition to 
the $15.6 billion of Treasury bills 
which are turned over four times 
a year. The Secretary of the 
Treasury has indicated that be- 
cause of the Federal deficit, it 
may be necessary in addition to 
borrow from the public as much 
as $10 billion in new funds during 
the calendar year 1952. The mag- 
nitudes of these operations are so 
much vaster than those involved 
in private financing and the Fed- 
eral Government is so different 
from a private business that there 
is no reason to believe that all the 
rules applicable to private fi- 
nancing can or should be applied. 

The Federal debt is a stubborn 
fact that has a bearing on all eco- 
nomic policies. We cannot get rid 
of the debt, at least not in our 
lifetimes, so we must learn to 
live with it. A basic fact in con- 
sidering problems of monetary 
policy and debt management is 
that every dollar of the Federal 
debt at all times must be held by 
someone. The amount of the debt 
may be reduced by increasing rev- 
enues or reducing expenditures, 
but the remaining debt is going to 
be held in some fashion whether 
by individual investors, corporate 
investors, commercial banks, or 
Federal Reserve banks. 


Monetary Policy vs. Debt 
Management 

Under most economic conditions, 
a large public debt presents no 
problem for monetary policy; in- 
deed, under some conditions, the 
debt can serve as a useful tool. 
Under the following circum- 
stances, however, a difficult prob- 
lem arises in using monetary pol- 
icy to stabilize the economy while 
managing the public debt: (1) 
when there are substantial issues 
maturing currently that require 
refunding, or when additional 
borrowing is necessary because 
revenues are insufficient to cover 
expenditures; and (2) when de- 
mand for goods and services has 
pushed employment and produc- 
tion to so high a level that any 
additions to demand will not re- 
sult in greater production but will 
give rise to inflationary pressure; 
and (3) when the combined total 
of demands for loanable funds by 
government and private borrowers 
is in excess of the suvply of loan- 
able funds available from the 
voluntary savings of individuals 
and corporations. Conditions of 
this character have existed during 
much of the time since the Korean 
attack in June 1950. They exist 
in the main today and they prom- 
ise to become accentuated over the 
next 12 months or so because of 
the large Federal deficit which 
we shall soon be incurring. 


It is well to bear in mind that 
it is the relation of spending (in- 
cluding consumer svending, busi- 
ness spending, and government 
spending) for goods and services 
to the supply of goods and services 
which is the biggest factor deter- 
mining prices. AJl kinds of fi- 
nancial transactions, including the 
increase in the money supoly (of 
which a minor fraction is cur- 


rency and the major fraction is 
bank deposits) affect prices only 


as they result in an increase or 
decrease in spending or a decrease 
or increase in the supply of goods 
and services. For example, the 
effect on prices of an increase in 
bank reserves cannot be accu- 
rately forecast either as to amount 
or as to time. The result depends 
on many other economic steps. 
The results can be more readily 
forecast in a period of inflation 
than in one of deflation, when 
there may be no further steps at 
all, at least not for months or 
years; but even in a period of in- 
flation the timing and amount of 
the consequences are uncertain. 
In all discussions of the effect of 
monetary and debt transactions, 
it is necessary to follow through 
to the effects on actual spending 
and on the actual supply of goods 
and services. 


The economic dilemma that is 
presented when the demands for 
loanable funds exceed the supply 
in a period of full employment is 
suggestive of the parlor game of 
musical chairs, in which there are 
less chairs than people. In musi- 
cal chairs, there would be no game 
if the number of people and the 
number of chairs were the same, 
but in the situation just described 
regarding the Federal debt, the 
number of players and the num- 
ber of chairs must in some man- 
ner be made the same. The prob- 
lem is how to restore equilibrium 
between the supply and demand 
of loanable funds while maintain- 
ing price stability in maximum 
degree. Either an equilibrium must 
be achieved between the supply 
of loanable funds and the demand 
for loanable funds, or some kind 
of rationing of loanable funds will 
have to be carried on by action of 
either the lenders or the govern- 
ment. 


To achieve an equilibrium be- 
tween the supply of loanable 
funds and the demand for loan- 
able funds, it is obviously neces- 
sary either to increase the supply 
or decrease the demand. The 
supply of loanable funds can be 
increased by persons and corpo- 
rations increasing their savings. 
Since the spending of the loan is 
offset by a reduction in spending 
by the saver of the money, the 
result is not inflationary. Another 
method of increasing the supply 
of loanable funds is for persons 
and corporations to loan funds 
which they formerly held idle. In 
this way, the velocity of circula- 
tion is increased and spending is 
increased; the result is infla- 
tionary. The lending power of 
banks can be increased by enlarg- 
ing commercial bank reserves 
through an inflow of gold. redis- 
counting with Federal Reserve 
banks, or the purchase of govern- 
ment securities by Federal Re- 
serve banks. The lending power 
conferred by bank reserves can be 
increased by reducing reserve re- 
quirements. Lending power can 
be decreased, of course, in the 
reverse ways by raising reserve 
requirements, by an outflow of 
gold, by paying off rediscounts, 
end bv the sale of securities by 
Federal Reserve banks. 

There are conditions under 
which an expansion in the supply 
of loanable funds is not infla- 
tionary. As just mentioned, if 
savings are being simultaneously 
increased, an increase in spending 
growing out of increased loans 
will not add additional infla- 
tionary pressures. Moreover, to 
the extent that the economy is 
growing with respect to the physi- 
cal volume of production or trade, 
a larger supply of money is re- 
quired to carry on the increased 
volume of business at the existing 
price level. Expansion in the sup- 
ply of money or increase in the 
velocity of its use not in excess 
of such additional needs does not 
increase inflationary pressures. 
Otherwise, however, if an increase 
in lending power is actually fol- 
lowed by an increase in loans and 
if these, in turn, are followed by 
an increase in spending by con- 
sumers or businesses for goods 2nd 
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Simple Propositions 
In Monetary Policy 


By ALLAN SPROUL* 
President, Federal Reserve Bank of New York 


Mr. Sproul lays down as propositions for a monetary and debt 
management policy: (1) bank credit must be restrained im 
times of high national production; (2) credit restraints are 
usually most effective when applied before inflationary pres- 
sures have gained momentum; (3) general credit measures 
cannot be aimed at specific segments of the economy; and 
(4) government’s credit does not depend on price fixing or 
price support in Government bond market. Favors setting up 
guide for both Treasury and Federal Reserve, but opposes a 
National Advisory Council. Exhumes history of Treasury- 
Federal Reserve controversy. 


I have not had time to explore 
this whole reservoir of facts, 
figures, and analyses, but my 


reading has suggested three or 
four general- 


izations which 
I hope will 
not becon- 
sidered “fac- 
ile.” I assume 
that we have 
decided, by 
the very fact 
that we have 
a Federal 
Reserve Sys- 
tem, that we 
need discre- 
tion in mone- 
tary manage- 
ment; that we 
can’t rely on 
on automatic 
rules or formulas, on an automatic 
gold standard or anything else to 
solve our problems for us. And, 
except for a few commentators 
there seems to be wide agreement 
that, in exercising this discretion, 
general credit measures have an 
important role to play in helping 
to promote economic stability. 
That agreement is modified, how- 
ever, sometimes to the point of 
nullification, by reservations as to 
the effectiveness of general credit 
measures in particular circum- 
stances, as to the proper timing of 
their use, as to their impact on 
specific segments of the economy, 
and as to their compatibility with 
confidence in the credit of the. 
government and a_ successfully 
functioning market for govern- 
ment securities. 


For present purposes, I would 
like to try to cut through this 
mass of subtle reasoning and in- 
tricate analysis to a few simple 
propositions. These are what 
might be called informed judg- 
ments without proof. There can be 
no absolute proof in these matters. 





Allan Sproul 


A Few Simple Propositions 


My first proposition is that at 
times of high national production 
and income, when demand tends 
to run in excess of available sup- 
ply, the further expansion of bank 
credit must be restrained if we 
are to avoid inflation. The most 
effective program, of course, is 
one in which fiscal policy, debt 
management, monetary and credit 
policy, and all other governmental 
programs work in the same direc- 
tion and reenforce each other. 
This should be a team job. It is 
largely meaningless, I think, to 
try to list anti-inflation measures 
in an ascending or descending 
order of value and importance. 
Whatever positive value you may 
ascribe to general credit measures, 
however, I feel safe in asserting 
that an inflationary credit policy 
can make it almost impossible to 
achieve stability by other means, 
particularly in a situation which 
does not justify comprehensive 
direct controls. Unrestrained ex- 
pansion of bank credit, beyond 
what is required for increased 





*Statement by Mr. Sproul before the 
Subcommittee on General Credit Control 
and Debt Management of the Joint Com- 
mittee on the Economic Repe~, Wash- 
ington, D. C. March 20, 1952. 


production, leads to excessive de- 
mands on the available supply of 
goods and services and to inflated 
prices. This is so because of what 
it does to the money supply, be- 
cause it tends to extinguish cau- 
tion on the part of borrowers and 
lenders, because it imparts a false 
liquidity to business assets, and 
because it destroys public faith 
in your determination to combat 
inflation and preserve the in- 
tegrity of the dollar. 


We have been in or on the brink 
of this kind of situation during 
much of the period since the end 
of World War II, and particularly 
in the nine months following the 
outbreak of fighting in Korea. Re- 
cently an increase in saving has 
moderated the influence of infla- 
tionary pressures, but nothing is 
less predictable, in the short run 
with which we have to deal, than 
the relation of saving to income. 
Among other things, it is highly 
sensitive to the public attitude to- 
ward inflation, If there had not 
been signs of a will to keep in- 
flation under control in recent 
months by general credit meas- 
ures and other means, and if there 
had not been a decline in fears 
that goods were going to become 
unavailable, I doubt if increased 
saving would have saved the day. 
The Federal Reserve System has 
felt that it had a duty and a re- 
sponsibility during this period to 
combat inflationary tendencies by 
general credit measures. It is not 
without significance that in many 
other countries, with democratic 
capitalistic economies similar to 
ours, the same course has been 
followed. 

My second proposition is that 
while the timing of action in the 
field of credit policy is a matter of 
judgment and opinion in the light 
of circumstances, which are sel- 
dom twice alike, it is a good start- 
ing point toward decision to re- 
member that general credit re- 
straints are usually most effective 
when applied before inflationary 
pressures have gained momentum. 
In the period since the end of the 
war in 1945 doubt and hesitation 
with respect to anything smacking 
of general credit restraint was 
raised to the level of a principle. 
What was done was usually too 
little and too late. Pegged prices 
of government securities, which 
make purposeful credit policy im- 
possible, were maintained too long. 
The one time prompt dnd agreed 
action was embraced with enthu- 
siasm by all concerned was in 1949 
when the temporary subsidence of 
inflationary pressures counseled a 
relaxation of restraint upon credit 
expansion and a concurrent de- 
cline in interest rates. 


A curious form of circular rea- 
soning seems to envelop many of 
those who either have little faith 
in or actually oppose general 
credit measures as one of the 
means of combating intlation. They 
will argue that such restraints are 
too dangerous to be used because 
of their collateral effects, or they 
will argue that they are ineffec- 
tive even to the point of perverse- 
ness, but they will readily agree 
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Steel Seizure 


By ROGER W. BABSON 


Mr. Babson scores President Tru- 

man’s seizure of steel industry 

without due process of law as 

dangerous and unforgivable 

crime. Says it does harm to our 
prime investments. 


Of all the dangerous and un- 
forgivable things which President 
Truman has done, the seizure of 
the steel plants is the most hor- 
rible. I am 
not discussing 
the wage 
question in- 
volved. 
Doubtless, 
some raise in 
wages was 
justified; and 
if only a mod- 
erate increase, 
there need 
be no increase 
in steel prices. 
This would 
have been 
better for all 
—including 
labor—in the 
end. Under the above conditions, 
labor would get less “take-home” 
pay than they would get with the 
full increase; but what they would 
take home under the steel indus- 
try’s offer would buy more. The 
action of the Stabilization Board 
and the President will set off an- 
other general price _ increase. 
Every reader of this column will 
suffer. It is too bad. 


The Great Crime 


The great crime was to seize 
the plants without due process of 
law, or without awarding fair 
damages, or without treating all 

lants alike. We are used to hav- 

ng the President seize our boys 
and send them to Korea; but this 
is under a fair draft law to which 
all boys are equally subject. We 
know that our property is liable 
to seizure for payment of taxes, 
but all citizens (not having mink 
coats to give) are treated alike. 

The President can take our 
home by eminent domain for a 
public highway or other necessary 
needs; but only after a fair hear- 
ing, proper time to vacate, col- 
lecting full damage — all being 
subject to Court injunction. The 
reason why the railroads were 
seized last year without a row is 
because the Railroad Laws pro- 
vide for such a remedy. No such 
provision exists for seizing steel 
plants, or shoe factories, or news- 
papers, except in case of a War 
declared by Congress. We are 
now in no such War. This means 
President Truman’s seizure was 
premediated robbery, done to pay 
a cheap political debt. I repeat 
it was a crime, especially when 
he would not at least try the 
Taft-Hartley Law. 


What This Means to You 


In short. this “Hitler-Peron” 
act by our President means tram- 
pling on the fundamental prin- 
ciple of our Constitution. The 
American Revolution was fought 
to protect the sacredness of life 
and property. The fact that the 
Free Nations enjoy such protec- 
tion today is their main differ- 


ence from the Communistic Na- 
tions. Surely, President Truman 
acted on some very bad and un- 
constitutional advice. It is a shame 
that he will go down in history as 
making this colossal mistake. 

I need not describe the harm 
which this seizure does to our 
prime investments. It can under- 

_mine the security of all good 
stocks and bonds. If the seizure 
is upheld by the courts, it could 
cause the best stocks to go into 
a nose dive from which all in- 

vestors, savings bank depositors 





Roger W. Babson 


and holders of life insurance poli- 
cies could suffer. 


Looking Inte the Future 


Another thought: Think of the 
danger of letting the President 
seize a newspaper which he would 
like to suppress! He could do this 
as well as seize a steel plant. He 
would only need to stir up the 
employees to demand an impos- 
sible wage increase, and then “in 
the emergency” seize and edit 
that newspaper! It is horrible to 
contemplate. But labor ultimately 
suffers from this frightful prece- 
dent. Unless the courts throw out 
this steel seizure, it surely some- 
day will be used against labor 
itself. “It is a poor rule that will 
not work both ways.” 

Last week I was quite hopeful 
as to the Summer and Fall out- 


look, Due to Mr. Truman’s re- 
tirement, I felt that the clouds 
were breaking. Since then, how- 
ever, a thunder storm has arisen! 
Whatever happens to the steel 
case, I am now more convinced 
than ever that when the next big 
unemployment depression comes, 
it will be brought on by labor 
leaders. 


J. Robinson-Duff Admit 

J. Robinson-Duff & Co. 61 
Broadway, New York City, mem- 
bers of the New York Stock Ex- 
change, On May 8 will admit A. 
Vincent Lawrence to partnership. 
Mr. Lawrence will acquire mem- 
bership in the New York Stock 
Exchange on the same date. 


Now Prudential Secs. 


The firm name of John C. Gross, 
Inc., 52 Broadway, New York City, 
has been changed to Prudential 
Securities Corporation. 


E. M. Abrams Opens 


(Special to THe PINANCIAL CHRONICLE) 


LOS ANGELES, Calif—Edward 
M. Abrams is engaging in a secur- 
ities business from offices at 6338 
Wilshire Boulevard. 


M. C. Winton Opens 
(Special to Tae Financia CHRonicie) 
BEVERLY HILLS, Calif— 

Myron C. Winton is engaging in 
the securities business from of- 
fices at 139 South Beverly Drive. 





(1825) 17 


With Geo. V. Yates 

(Special to Tue Prnanctat. Curonicts) 
CARMEL, Calif. — James A, 
Mustard has joined the staff of 


George V. Yates & Co., Jorgenson 
ae 


With Hall & Hall 
(Special to THE PinanciaL Curontcis) : 
FRESNO, Calif—Ray F. Hub- 
bell is now affiliated with Hall & 
Hall, Bank of America Building. 


Edgar Lyons Opens 
(Special to Tue Prvancia Curoniciz) 
LOS ANGELES, Calif.—Edgar 

P. Lyons is engaging in a securi- 
ties business from offices at 650 
South Grand Avenue. 














Little Leonard Snyder of Phila- 





This is Leonard A. Snyder, photographed at eight weeks 


oe BECOMES PART OWNER OF A. T. & T. 
WHEN ONLY THIRTY-TWO MINUTES OLD 


and ‘Telegraph Company stock for 


are small shareholders, 


with ten 


delphia, Pa., broke all known speed 
records in becoming a part owner 
of the Bell Telephone business, 


Minutes after he was born on 
December 28, 1951, his proud father 
telephoned the news to his aunt. 
She was so delighted that she im- 
mediately telephoned an order for 
five shares of American Telephone 


the new arrival. Thirty-two minutes 
after Leonard was born, the stock 
was purchased in his name. 

He’s much younger than the aver- 
age A. T. rh 9 shareholder, of 
course. But in the number of shares 
he owns, he’s just like thousands 
and thousands of others. For about 
half of all the owners of A. T. & T. 


BELL TELEPHONE SYSTEM 


shares or less. 


The 1,100,000 owners of the Bell 
Telephone business are people of 
all ages, from all walks of life, in 
every part of the United States. 

Thousands of churches, hospitals, 
schools and libraries and three hun- 


dred and fifty insurance companies 
also own A. 'T. & T. stock. 
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UNION PACIFIC RAILROAD COMPANY 


FIFTY-FIFTH ANNUAL REPORT — YEAR ENDED DECEMBER 31, 1951 


To Stockholders of Union Pacific Railroad Company: 


The Board of Directors submits the following report for the year ended Decem- 
ber 31, 1951, for Union Pacific Railroad Company, including Oregon Short Line 
Railroad Company, Oregon-Washington Railroad & Navigation Company, Los An- 
geles & Salt Lake Railroad Company and The St. Joseph and Grand Island Railway 
Company, whose properties are leased to Union Pacific Railroad Company. The lessor 
companies have certain income and charges and the figures im the Income Account, 


other than those relating to 


transportation operations, and in the Surplus Account 


and General Balance Sheet and tabulations and tables relating thereto are stated on 
a consolidated basis, excluding offsetting accounts between companies. 


. Transportation Operations 


Operating revenues._...._~- 
Operating expenses_-_-_- 


Revenues over expenses 


a ee $465, 283,516.36 
snaking 375,470,619.32 


FER ae eS $129,727,141.12°$137,631,904.44 


INCOME. 


1951 1950 Increase Decrease 


$39,914,244.08 


327,651,611.92 47,819,007.40 


$7,904,763.52 


Taxes Se ae ok Se 77,114,792.02  76,541,751.14 $573,040.88 
349.10 *961,000,153.30 $8,477,804.20 
Railway Operating Income______..-.~--- $52,612,349.10 °$61,090, 153.30 ’ 
Equipment I ens 15,563,575.34 * 15,168, 748.90 $394,826.44 


Joint facility rents (debit) 


Net Income from Transportation Operations. $35,651,259.21 *$44,459.132.35 -------- 


1,397, 484.55 1,462,272.05 64,787.50 





f $8,807, 543.14 


Income from Investments and Sources other 
than Transportation Operations 











Current Assets: 
Cash 


Temporary cash 
S. Government 


Special deposits 
Loans and bills receivable 


Traffic and car-service balances 
net 


Net balance receivable 
agents and conductors 


Miscellaneous accounts receivable 
Material and supplies 
Interest and dividends receivable_ 
Accrued accounts receivable 
Other current assets 
Baltimore and Ohio Railroad 
Co, capital stock applicable 


to payment of extra dividend 
of 1914__~- bene 


Miscellaneous items 


investments (U. 
securities) 


from 


Total Current Assets_____ 
Deferred Assets: 
Working fund advances______-__ 
Other deferred assets_____ 


Total Deferred Assets_____ 


Unadjusted Debits: 
Prepayments _ Re Pde 
Other unadjusted debits_________ 


Total Unadjusted Debits__- 


Grand Total___ 


December * 1, 


i951 


$41,084,860.92 


56,400,000.00 
126,908.50 
757.01 


12,238,877.34 


6,699 645.10 
22,063 ,981.57 
57 ,329,984.25 

914,385.88 
16, 195,664.54 


104,877.30 
3,143, 133.67 


$216,903,076.18 





Deecmber “1, 


1950 Increase Decrease 


$57,051,719.23 $15,966,858.96 


56,343,204.51 
191,870.14 


$56,795.49 


64,961.64 
381.62 375.19 
11,653,502.73 685,374.51 
6,967,015.25 267,370.25 


26,910,561 34 

42,099,998.18 15,729, 86.17 
764,049.80 150,236.08 

16,404,430:52 


4,845,579.77 


208,815.93 


105,129.50 — 
388,165.84 2,754,967.83 


$218,820,119.41 


252.00 





$1,977,043.23 
































$136,103.66 $133,182.84 $2,920.82 
1,032,690.44 1,430,694.54 aids $398,004.10 
$1,168,794.10 $1,563,877.38 e $395,083.28 
$16,274.18 $19,517.76 Paes a $3,243.58 

2,097 ,239.19 1;217,201.95 $380,037.24 

$2,113,513.37 $1,236,719.71 $376,793.66 
a " nes — — eee 

$1,271,723,583.86 $1,246,847,104.73 $24,876,479.13 
— —<—— 

GENERAL BALANCE SHEET—LIABILITIES. 
December 31, December 31, 
1951 1950 Increase Decrease 


Capital Steck: 
Common stock , 
Preferred stock. . 


$222,302,500.00 


99,591,.580.79 


$222,392,500.00 
99,591,580.79 


Income from oil and gas operations—nett_... $31,483,424.08 $23,902,997.87 $7,580,426.21 
Other income LTE PE Ds Pert 8,324,771.66 *8,031,732.25 293,039.41 if 
Total ome nee eee ee een e---~ $39,808,195.74 *$31,934,730.12 $7 ,873,465.62 : 
Total Income a $75,459,484.95 $76,393,862.47 $934,377.52 
Fixed and Other Charges : 
Interest on funded debt eee $5,565,2380.19 wa $196,705.25 
Other interest a oe 430,831.72 379,319.90 $51,511.82 ue 
Miscellaneous rents ete 25,470.02 28,334.60 - 2,864.58 
Miscellaneous charges sabes 769,256.72 659,377.79 109,878.93 
Total cwocuwmedememen Gnnennee.4e $6,632,312.43 = $38,179.03 
Net Inceme from All Sources - .. $68,865,251.55 $69,761,549.99 sitesi $896,198.44 
Released from ‘‘Reserve against possible re- : q “a 
funds on VU. 8. Government shipments’’ __ 6,894.42 226,982.16 _ 220,087.74 
Total for Disposition a ee ... $68;872,245.97 $69,988,532.15 anit $1,116,286.18 
Per cent on par value of Capital Stock and 
average Surplus es + ie 8.23 8.80 nw 7 
DISPOSITION 
Dividends on Preferred Stock of Union Pa- 


cific Railroad Company $3,981,724.00 


Surplus for Common Stock of Union Pacific 








$3,981,724.00 


Railroad Company ota ‘ 5 $64,890,521.97 %$66,006,808.15 wide $1,116,286.18 
Per share on stock outstanding December 31st_ $14.60 $14.85 $.25 
Dividends on Common Stock... _--_.__-___ 26,674,920.00 26,674,920.00 
Transferred to Earned Surplus—Unappropri- 

ated m2 oe FES ET A ie Se $38,215,601.97 oe Fe 


$39,331,888.15 


$1,116,286.18 


Funded Debt - 


Due to Affiliated Companies._______ 


Current Liabilities: 


ediasidiaon $321,894 .080.79 
peidentent slen tnd hence 204,453,789.15 


Total Capital Stock __ 


Total Capital Stock and Punded 
Debt ‘ bait ee! 


$526,347,869.94 


$8,019 631.25 


Audited accounts and wages pay- 
able el = a $28,218,176.39 


$321,894,080.79 
215,396,183.21 





- $10,942,394.06 














*Restated for comparative purposes because of reclassification, 


~-—— 
—_— 


under I. C. C. order, of rental re- 





ceived from Pullman Company on sleeping cars leased to it. tExcludes income taxes. 





GENERAL BALANCE SHEET—ASSETS. 


Investments: 
Road and Equipment 


Less 
Receipts from improvement 
and equipment fund- 
Appropriations from income 
and surplus prior to July 1, 
1907, credited to this ac- 
count 


Total 


Road and equipment property —_ 


Donations and grants (Credit) _— 
Reserve for depreciation road 
and equipment (Credit)... 
Reserve for amortization of na- 
tional defense projects (Credit) 


Sinking funds 


Capital and other reserve funds__ 
Miscellaneous physical property__ 


Reserve for depreciation — mis- 
cellaneous physical property 
(Credit) ' ie 


Investments in affiliated 
panies: 

Stocks 

Notes 


Advances 


com- 


Tctal - 


Other investments: 
Stocks _ se P 
Bonds and notes 


Total __- 


Reserve for adjustment of invest- 
merts in securities (Credit) __ 


Total Investments 


December 31, December 31, 
1951 1950 
$1,281,792,134.46 $1,238,148,752.10 


Increase 
$43,643,382.36 


Decrease 











$23,823,091.13 $23,823,091.13 


13,310,236.52 


$37,133,327.65 


13,310,236.52 


$37,133,327.65 
$1,244,658,806.81 $1.201,015,424.45 





$43,643 ,382.36 


$16,572,031.88 $2,556,974.65 








$14,015,057.23 
ae 





$213,811,198.18  $198,047,007.86 $15,764,190.32 


$59,398,536.25 $1,645,923,04 


$2,563.75 


$61,044,459.29 


$463.75 $2,100.00 





$9,739.93 


$9,463.35 


$276.58 
$37,280,960.61 


$35,035,313.07 $1,245,647.54 









































a a enn ee = nee ee ee = 
$19,444,433.68 $18,479,836.03 $964,597.65 
$19,563,115.24 $20,312,013.24 $748,898.00 
288,918.68 296,190.40 nn 7,271.72 
8,202,704.98 7,841,109.60 $361,595.38 
$28,054, 738.90 $28,449,313.24 e $394,574.34 
$63,343,395 .37 $63 969,222.36 wendintoenseare $625,826.49 
= 20,858,797 .55 21 Gee: A dees - 184,667.02 
$84,202,193.42 $85,012,686.93 Pet Saeee $810,493.51 
$33,444,603.22 A OS a arr ees $325,312.93 
$1,051 538,200.21 $1,025, 166,388.23 26,371,811.98 








Miscellaneous accounts payable 
Interest matured unpaid (includ- 
ing interest due first proximo)_ 
Dividends matured unpaid: 
Dividends due but uncalled for_ 
Extra dividend on common stock 
declared January 8, 1914, 
payable to stockholders of 
record March 2, 1914, unpaid 


Dividend on common stock pay- 
able second proximo 


Unmatured interest aeccrued__ 
Accrued accounts payable 

Taxes accrued 
Other current 


liabilities 


Total Current Liabiltiies 
Deferred Liabilities 


Unadjusted Credits: 
Premium on funded debt 


Reserve for fire insurance 

Reserve for depreciaion 
property 

Other unadjusted credits 


leased 


Total Unadjusted Credits 


Total Liabilities 


Surplus: 
Unearned 


surplus___ 
Earned surplus—appropriated: 
Additions and betterments____~ 
Punded debt retired through in- 
come and surplus__.______-__ 
Sinking fund reserves________ 
Reserve against possible refunds 
on U. S. Government ship- 
ments 


Total Earned Surplus — Ap- 
priated ; 


Earned Surplus — Unappropriated 


Total Earned Surplus 


Total Surplus 


2,349,155.83 
158,863.55 


222,664.65 


113,161.16 


10,003,095.00 
1,588, 388.61 
19,8648,714.81 
59,921,985.86 
2,240,52°:.29 


$124,664,735.15 


$7,789,558.74 


$4,052,911.93 


19,979,899.11 
8,275.39 
1,033,925.79 


SS3T.2SNSS4R0 2. nw ot ed $10,942,394.06 
$11,990,170.47 —— $3,970,539.22 
=a SSS 
$25,270,020.81 $2,948, 155.58 
4,741,912.84 —— $2,392,757.01 
209,300.63 hago 50,437.03 
247,128.94 — 24,464.29 
113,413.16 ee 252.00 
10,003,095.00 
1,609 ,076.54 ~— 20,687.93 
16,890,822.35 2,957,892.46 
61,2€0,299.63 n 1,338,313.77 
2,455,180.80 a 214,651.51 


$122,800, 250.70 $1,864,464.45 


$7,809,159.17 $19,600.43 


$4,265,171.42 7 $212,259.49 
18,923,535.21 $1,056,363.90 
7,396.63 878.76 
2,3£3,542.55 


sis 1,359,616.76 


$25,589 645.81 

















“ $514,633.59 
$691,896,307.30 $705,479,490.15 owes $13,582,682.85 
$311,639.23 $311,639.23 
$28 522,352.23 $28,522,352.23 
9,141,429.91 7,936,647.41 $1,204,782.50 
2,563.75 463.75 2,100.00 
1,690,753.72 * cet ee. Mee $6,894.42 
$39,.357,099.61 $38,157,111.53 $1,199,988.08 





$500,573 490.48 


$463 ,314,316.58 $37,259,173.90 





$539,930,550.09 


$501,471,428.11 $38,459,161.98 





$540,242,229.32 








$501,783.067.34 $38 459,161.98 
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UNION PACIFIC RAILROAD COMPANY (Continued) 


As this consolidated balance 
sheet excludes all intercom- 
pany items, securities of the 
Los Angeles & Salt Lake Rail- 
road Company and The St. 
Joseph and Grand Island 
Railway Company owned by 
other System companies are 
net included. The difference 
between the par and face 
value. of such securities as 
carried on the books of the 
issuing companies (less unex- 
tinguished discount on the 
bonds and discount charged 
to Earned Surplus—Unappro- 
priated but added back in 
consolidating the accounts) 
and the amounts at which 
the securities are carried on 
the books of the owning com- 
panies is set up here to bal- 
ance 


Grand Total 


. - és $39,584,547.24 


Nn? awe $1,27 


$39,584,547.24 


Charges: 
"Extensions and 


branches 


Additions and betterments (excluding equipment): 
Roadway, Track and Appurtenances 
Buildings, Structures and Appurtenances 


Equipment: 
Purchased 


INVESTMENT IN ROAD AND EQUIPMENT PROPERTY. 


(1827) 19 
ADVERTISEMENT 
$2,713,674.38 
_ $9,637,529.77 
a 4,294,713.14 13,932,312.91 


Built in Company's Shops-- af) RTS We 
Rebuilt or Converted in Company's Shops 
Improvements to Existing Equipment . 


Total 


Credits: 


Cost of Road Property Retired and Not Replaced 


Cost of Equipment Retired (including equipment rebuilt or converted) 


Total 


Increase in investment in “‘Road and Equipment Property” 


and Coalmont, 





1,723,583.86 $1,246,847,104.73 


$24,276,479.13 


companies. 


Colorado, 
Company and Laramie, 


112 miles, 
North Park & Western 


$21,470,293.65 


one ; 10,225,294.02 


336,571.58 
an 1,235, 406.80 33,267 566.05 
$49,913,553.34 

$967,058.05 


5,303,112.93 


6,270,170.98 


$43,643,382.°6 


et 


*Braneh lines between Walcott and Encampment, Wyoming, 44 miles, and between Laramie, Wyoming, 


acquired in liquidation of Seratoga & Encampment Valley Railroad 
Railroad Company, 


respectively, wholly owned affiliated 





Our Growing Vital Stake 
In World Trade 


By WILLIAM 


S. SWINGLE* 


President, National Foreign Trade Council, Ine. 


Mr. Swingle stresses American industry’s increasing dependence 
upon foreign sources of raw materials as basis of our stake in 
expanding world trade. Predicts undeveloped countries that 
are raw material sources will be areas of growing American 
investment, and, therefore, essential aims of U. S. foreign 
policy should be access to these sources of needed raw mate- 
rials. Opposes use of government loans and credits abroad 
for sole purpose of maintaining high export volume: to stimu- 


late domestic 


One convincing method of sum- 
marizing the importance of inter- 
national business to the United 
States is to state it in terms of 
cash. For ex- 
ample, last 
year exports 
and imports 
of goods 
amounted to 
the impressive 
total of ap- 
proximately 
$26 billion. 
When we add 
to this figure 
the value of 
services inter- 
changed, such 
as shipping 
and other 
items, the 
amount 
reaches $35 billion of American 
foreign trade in one year. This 
is not an insignificant amount 
even in these days of global, not 
to say astronomical, figures. 

At the same time, United States 
private capital invested directly 
abroad in enterprises wholly or 
partially American-owned _in- 
creased last year to a point ex- 
ceeding $14 billion. Private direct 
investments located in many for- 
eign countries involve not only 
the flow of capital but also the 
production and selling of goods 
and services in local or world 
markets, and some return flow of 
earnings to the United States. 
Direct investments abroad are an 
integral part of the nation’s for- 
eign commerce, and comprise an 
important part of our activities in 
world trade. 

Added to all this there are, 
furthermore, large domestic in- 
vestments in the American mer- 
chant marine, in the banks from 
coast to coast which service our 
foreign business, in the insurance 
companies offering marine and 
other coverage, and in American 
industrial companies producing 
for foreign commerce. The overall 
stake of the United States in 
world trade, therefore, has cur- 
rently grown to a point where it 
represents a very essential part of 
our country’s business and eco- 





William S. Swingle 





*An address by Mr. Swingle before 
Members’ Council, Chamber of Commerce 
of New Orleans, New Orleans, La., April 
17, 1952. 


employment. 


nomic life 
and labor. 

In examining some of the ele- 
ments of foreign commerce and 
their importance to the United 
States economy, we may first con- 
sider that our nation-wide pro- 
duction and sales system has ad- 
justed itself over a period of six 
or seven years to a volume of ex- 
ports of unprecedented magni- 
tude. To am extent, these sales 
abroad represent artificial export 
trade, paid for through our for- 
eign aid programs. Yet last year, 
of a total of about $20 billion in 
exports of goods and _ services, 
some three-quarters were fi- 
nanced on a sound trade basis by 
$15 billion in imports. Any sub- 
stantial reduction in the inter- 
change with other nations of 
American products and American 
transportation, banking, insurance 
and other services would spread 
difficulties and depressing reper- 
cussions throughout our own 
economy. For the present, how- 
ever, assuming no abrupt and 
major change in world conditions, 
the outlook for trade in 1952 is 
favorable. Exports should be a 
little greater than last year, with 
imports remaining at about the 
same level. The proportion of the 
export volume which will be fi- 
nanced by aid programs cannot 
be foretold because of such com- 
plicating factors as carry-over 
from previous appropriations and 
inability to predict what decisions 
Congress will make this year. 
Foreign traders, in their consider- 
ation of the foreign assistance 
programs, have rejected the prop- 
osition that government loans 
and credits should be extended 
abroad for the sole purpose of 
maintaining a high volume of ex- 
ports in order to stimulate do- 
mestic production and employ- 
ment. To spend public funds for 
the sole purpose of subsidizing ex- 
port sales would be but a wasteful 
drain on our economy. While for- 
eign aid is a matter of great cur- 
rent interest, these large-scale 
programs must, in any event, 
come to an end some day. From 
a long range point of view, the 
proposition requiring emphasis is 
that sound export business fi- 
nanced by imports is deserving’ of 
more widespread recognition as a 
vital factor in our national pros- 


in industry, finance 


perity. It merits the close and 
continuing attention and backing 
of high policy-makers of business 
and gevernment. The country as a 
whole needs the benefit of a 
more consistent attitude of inter- 
est in exports and imports so that 
in good times and bad we may 
be assured of maintaining this 
profitable branch of commerce. 


Need for Raw Materials 


Another and equally vital need 
is for raw materials. Product de- 
velopment, including many in- 
ventions and refinements intro- 
duced every year, necessitates the 
adoption of industrial processes 
constantly more complicated. New 
combinations of metals, chemicals 
and other essential materials are 
constantly entering into produc- 
tion. The variety and quantity of 
raw materials utilized by our pro- 
ductive system are tremendous 
and growing all the time. 

The resources of the United 
States by themselves are far from 
sufficient to supply our industry 
with the variety and quantity of 
its needs. Some raw materials 
never were available within our 
borders, and others, once plenti- 
ful, are being depleted. It is star- 
tling to take account of the list of 
short-supply materials, which are 


designated as critical. Iron ore, 
potash, zinc, copper, fluorspar, 
petroleum, bismuth, lead, tung- 


sten, cadmium and arsenic are 
some of them. Bauxite for impor- 
tant aluminum, flake graphite, co- 
balt, mercury, maganese, platinum 
and long-fibre asbestos are others. 
Also on the critical list are 
strategic mica, nickel, chromite, 
tin, quartz crystal and industrial 
diamonds. 


Think of our economy and 
standard of living without these 
materials or with inadequate sup- 
plies of them. American indus- 
try’s increasing dependence upon 
foreign sources of raw materials 
makes up a large part of our 
growing vital stake in world 
trade. It is an inescapable fact 
that in both our peaceful business 
and our military defense prepara- 
tions we are forced to rely more 
and more upon importation of es- 
sential ores, metals, minerals, 
chemicals and other raw ingred- 
ients. There is a real necessity, 
therefore, for expansion of inter- 
national commercial relations of 
benefit to all concerned. 

The fact that many of the un- 
derdeveloped countries and areas 
of the world are recipients of 
United States assistance should 
not blind us to the further fact 
that the United States itself is in 
a stage of rapid industrial growth. 
Business in the United States, the 
same as business in the economic- 
ally less advanced regions, con- 
stantly requires new capital, bet- 
ter and more efficient techniques 
of production, improved manage- 
ment skills to solve problems ever 
more complex, and labor trained in 
higher and higher degrees of skill. 


These are but some of the re- 
quirements of our own economy 


in continuing to increase produc- 
tivity. 


American Investments Abroad 


American investments will 
grow in underdeveloped countries 
assuming that these countries, 
through study and experience, 
recognize increasingly that it is 
to their own advantage to speed 
their own progress by meeting the 
reasonable requirements for 
United States private capital, 
techniques and skills. Their own 
advantage goes together with 
ours, since American foreign trade 
and investment must be main- 
tained and protected to assure us 
of vitally necessary materials 
which, our economy demands and 
must acquire from foreign Sources, 


From all accounts, the coun- 
tries of Eastern Europe doing 
business with the Soviet Union on 
the latter’s terms are discovering 
themselves caught in a slow eco- 
nomic death squeeze. We may rest 
assured that, given the oppor- 
tunity, Communism would impose 
equally harsh terms upon any and 
all additional countries over 
which it might gain ascendancy. 
As opposed to this concept of con- 
trolled .and restricted economic 
development, the countries of the 
free world, with the leadership of 
the United States, should not be 
reluctant to develop mutually 
beneficial private business ar- 
rangements on an enlarging and 
enduring scale. Fundamental 
American self-interest joins with 
our naturally constructive way of 
life to guide the policies of the 
United States toward expansion of 
the economies and commerce of 
all countries of the free world. 
This is one economic and political 
faet that ought to be plain to any 
people whose minds are able to 
rise above Communist or extreme 
nationalistic propaganda. 

We are interested in seeing 
other countries get along well, 
whether in Europe, the Western 
Hemisphere or the Middle and 
Far East. The overall record of 
American foreign traders and in- 
vestors bears out the statement 
that we welcome the establish- 
ment and expansion of the sort of 
international business which jis 
mutually profitable and long last- 
ing. Countries reluctant to adopt 
and implement constructive at- 
titudes favorable to international 
trade and investment hold down 
their own development. Perhaps 
some of the reluctance would be 
dispelled if our government in- 
dicated clearly and strongly that 
our provision of government funds 
can not continue indefinitely at 
anywhere near the present scale. 
The practice of using public funds 
for foreign economic assistance 
can become ingrained, without 
achieving the results desired. It 


has been demonstrated over and 
over again in many countries that 
the way to move forward eco- 
nomically is threugh freedom for 
the exercise and utilization of 


private initiative, private funds, 
private responsibility and private . 


profit. These are the elements of 
the free enterprise system which 
has contributed so remarkably to 
the public good in the United 
States. In formulating and apply- 
ing our foreign economic policy, 
the chief reliance should be 
placed upon the resources, skills 
and techniques of private enter- 
prise. 

In general, countries abroad 
need the same things we need, 
namely, more capital, greater skill 
in management and skilled labor. 
Our ability to help others does 
not depend upon some vast store 
of permanent wealth which we 
have amassed and which can be 
tapped at will. On the contrary, 
our ability to help others depends 
on the continual putting forth of 
hard effort by Americans to ex- 
pand our own economy. Owing to 
this constant effort, the elements 
of business progress can be made 
available abroad at a fair price 
and on other fair terms. We have 
a common interest in the ambition 
which we share with them for 
economic advancement and better 
material standards of living. Liv- 
ing ina country devoted to liberty, 
our ambition has had a freer play, 
and perhaps this goes far to ex- 
plain the dynamic and productive 
economy which we possess. It 
seems reasonable to suggest that 
the ambitions of the countries of 
the free world could best be satis- 
fied by exchanging such things as 
capital and skills for raw ma- 
terials. This should be done 
through an international trading 
system allowing plenty of play for 
free initiative and enterprise. 

Opportunity of access to sources 
of needed raw materials is one of 
the most essential aims of United 
States foreign policy. Vigorously 
pursued with full knowledge of 
its vital nature, the requirements 
of policy can be satisfied by as- 
surance that these raw material 
sources are in friendly hands. Ac- 
cess, and I do not mean monopo- 
listic access by the United States 
to the exclusion of other countries 
of the free world, need not go 
beyond this concept of “friendly 
hands.” 


American Shipping Facilities 

The same is true of transporta- 
tion. United States flag shipping 
must be maintained on the trade 
routes to the sources of raw ma- 
terials and to export markets 
abroad. While the services per- 
formed by the merchant marine 
in two world wars have drama- 
tized its defense function in the 


public mind, it is true that our 
merchant fieet is also  indis- 
pensable to our foreign trade. 


Earlier this year, Mr. James A. 
Farrell, Jr., a Director of the 
NFTC, discussed this subject with 
you more expertly than I can, I 
agree whole-heartedly with him 
that only the American merchant 
marine, which primarily ‘and 
traditionally serves American ex- 
porters and importers, can’ pro- 
vide the basic and dependable 


Continued on page 32 
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Back to Sterling Convertibility? 


Commenting on the interim report of the Sterling Area Com- 
mittee on restoring sterling convertibility, Dr. Einzig expresses 
opinion majority members in the British Cabinet favor move 
on following grounds: (1) it will foster U. S. aid im Britain’s 
balance of payments difficulties; (2) it would strengthen con- 
fidence in sterling; (3) it would curtail withdrawal of funds 
from Britain; and (4) it would enhance British prestige. Lists 
arguments discounting these reasons. 


LONDON, Eng.—The feeling that convertibility is likely to be 
restored in the not-too-distant future has been gaining ground 
lately. It was strengthened by the appointment in January last of 
a Sterling Area Committee to study the question of a return to 
convertibility. That committee has submitted 
its interim report to the governments repre- 
sented on it and it will meet again some time 
during May to discuss the reactions of these 
governments to its recommendations. Although 
the report is understood to be strongly in favor 
of a return to convertibility, it does not recom- 
mend an immediate decision. Nevertheless, it 
is widely believed that during recent weeks 
the Conservative Government’s attitude has 
changed considerably in favor of making the 
pound convertible at a relatively early date. 
In usually well-informed circles the view is 
held that it is no longer a question of years, 
but merely months. 

The Cabinet is by no means unanimous 
about this question. Those Ministers who are 
in favor of an immediate return to con- 
vertibility base their attitude on the following arguments: 


(1) The United States Government, Congress and American 
public opinion are strongly in favor of restoring the convertibility 
of sterling. In the absence of a decision fixing an early date for 
it it might become politically difficult for the Washington 
Administration to assist Britain in her balance of payments 
difficulties, especially during Election Year. 


(2) If Britain should decide in favor of immediate converti- 
bility she would presumably receive a, considerable degree of 
assistance to enable her to face the initial pressure on her gold 
reserve that is bound to follow the change. There is in fact some 
talk about altering the statutes of the International Monetary 
Fund or increasing its resources to enable it to provide more 
extensive facilities for Britain and other countries. 


(3) An announcement of an early return to convertibility 
would greatly strengthen confidence in sterling abroad. It would 
result in the covering of short positions in sterling on a large scale. 
Various unofficial rates of sterling abroad would undergo a sharp 
en>reciation as a result of which it would cease to be profitable 
‘, circumvent the exchange control through the misuse of trans- 
ferable accounts. This, together with short coverings, would 
increase the gold reserve considerably. 


(4) Owing to the extensive circumvention of the Exchange 
Control that is taking place at present, Britain has to suffer all 
the disadvantages of a convertible currency without any of its 
advantages. If full convertibility is restored the extent of the 
withdrawals of funds from London is not likely to be larger than 
it is under the present system of inadequately enforced control. 


(5) A return to convertibility would have a considerable pres- 
tige value for Britain. At a time when for considerations of 
economy the government had to curtail expenditure on publicity 


abroad, the propaganda value of a convertible sterling would come 
in particularly useful. 


There is however another side to the picture. Indeed, there 
is an answer to every one of the above arguments. With regard 
to the American attitude the view is held in many quarters that 
a return to convertibility would make very little practical differ- 
ence as far as 1952 is concerned. In any case, the Administration 
could not go during Election Year beyond the commitments it has 
already assumed. Any change in the Statutes or resources of the 
International Monetary Fund would be an inevitably lengthy 
process and could not produce any results before 1953. There is, 
of course, always a possibility of inducing the International Mone- 
tary Fund to relax its rules as far as this is possible under the 
existing statutes. The additional dollar facilities that could be 
placed at Britain’s disposal by such means would not in them- 
selves be sufficient, however, to place convertible sterling above 
suspicion. 

It cannot be taken for granted that an announcement of an 
early return to convertibility would inspire confidence in sterling. 
The disastrous experiment of 1947 is still remembered and many 
people would expect that the attempt of 1952 would end in a 
disaster. Since, five years ago, convertibility had to be suspended 
within a few weeks, it is widely assumed that history would repeat 
itself. For this reason, those short of sterling might prefer to 
await developments, for a collapse of an attempt at convertibility 
would undoubtedly increase the likelihood of a devaluation. 

Admittedly, Britain loses large amounts of gold as a result of 
loopholes in her exchange control. It is exaggeration to suggest, 
however, that for all practical purposes sterling is already con- 
vertible. Although exchange control is circumvented on an ex- 
tensive scale, its circumvention is nevertheless an exception and 
its observance is the rule. Diversion of funds from London could 
assume much larger dimensions if as a result of convertibility it 
could be done in a lawful way. Indeed, the view is held that 
owing to the world-wide shortage of dollars a restoration of con- 
vertibility of sterling would be followed by a complete exhaustion 
of. Britain’s war reserve in a matter of weeks. 

While it is admitted that successful maintenance of conveérti- 
bility would have a high prestige value for Britain, a second 
failure of the attempt within five years would produce the opposite 
effect. From this point of view as from every other point of view, 


another premature attempt would be a reckless gamble with the 
odds heavily against Britain. . 4 





Dr. Paul Einzig 
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Notwithstanding these considerations, the chances seem to 
be in favor of a decision of early convertibility. The only reason 
why the outcome of the struggle within the Cabfnet appears some- 
what doubtful at the time of writing is that the “dash to freedom” 
school is divided between those who want to make sterling con- 
vertible and those who would prefer it to be unpegged and to be 
allowed to find its own level before it is made convertible. 
Although this latter view is strongly represented in the Cabinet 
by one of its senior members, Mr. Oliver Lyttleton, and is strongly 
supported in the financial press, its adoption is regarded as ex- 
tremely unlikely. On the other hand, it is well on the cards that 
sterling may be made convertible during the Summer of this year. 
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Guaranty Trust Company of 
New York announces the appoint- 
ment of Theodore H. Mengel, Jr., 
as an Assistant Treasurer in the 
banking department, main office. 

+ ca ot 


Promotions on the official staff 
of the Chase National Bank of 
New York has been announced by 
Percy J. Ebbott, President, as fol- 
lows: Arthur F. Henning, Second 
Vice-President; Walter H. Pecan, 
Investment Officer; Jean M. Lind- 
berg, Pension Trust Officer, in the 
Trust Department. Newly-ap- 
pointed Assistant Cashiers are 
Jack A. Peyman, William C. Roe, 
James S. Russell; promoted to 
Assistant Managers of the bank’s 
New York City branches are 
George R. Belle, Alvin L. Carhart, 
John J. Coghlan, Walter F. Harr- 
je, William Martin, and Adam W. 
Merle. 

* * ol 

The opening of the new modern 
main office of the Trade Bank & 
Trust Company of New York, at 
Seventh Avenue at 38th Street, oc- 
curred on April 28. The bank, 
which reports resources of over 
$70,000,000, also operates offices at 
8 West 48th Street, and at Second 
Avenue at 4th Street. Henry L. 
Schenk is President of the insti- 
tution. 

* % * 

The election of Eugene J. 
Canale as an Assistant Treasurer 
of The Marine Midland Trust 
Company of New York has been 
announced by James G, Blaine, 
President. Mr. Canale will be 
located at the bank’s Chambers 
Street office. Associated with the 
bank since 1934, he holds a 
B.B.A. degree from St. John’s 
University and is a member of 


Bank Credit Associates of New 
York. 


% Eo a 

Horace C. Flanigan, President 
of Manufacturers Trust Company 
of New York announces that 
Thomas Wright Hare has been ap- 
pointed an Assistant Vice-Presi- 
dent in the bank’s Out-of-Town 
Business Department. Mr. Hare 
began his banking career with the 
Passaic National Bank and Trust 
Company in Passaic, N. J. in 1938 
and has also been with Wertheim 
& Co., 120 Broadway, New York 
City. 

e me te 

Stockholders of the Bank of New 
York and Fifth Avenue Bank of 
New York at a special meeting 
on April 29 voted to shorten its 
corporate title to The Bank of 
New York. Over 97% of the stock- 
holders who voted in person or by 
proxy were in favor of the 
change, which becomes effective 
today (May 1). The Bank of New 
York was the title originally 
adopted by the institution when it 
first opened its doors for business 
in 1784. The merger with The 
Fifth Avenue Bank of New York 


occurred in 1948. The shortening 
of the corporate title it is pointed 
out will in no way alter the bank’s 
organization or policies. The plans 
incident to the shortening of the 
bank’s title were referred to in 
our April 10 issue, page 1508. 


The Lafayette National Bank of 
Brooklyn, N. Y., has increased its 
capital to the extent of $150,000, 
raising it from $1,100,000 to $1,- 
250,000, brought about by the sale 
of new stock. The enlarged capi- 
tal became effective as of April 28. 

* * * 


The capital of the Peoples Na- 
tional Bank of Lynbrook, N. Y., 
has been increased to $420,000 
from $315,000, as of April 8, by 
the sale of new stock to the 
amount of $105,000. 

ce i + 


The Concord National Bank of 
Concord, Mass. (capital $150,000) 
was placed in voluntary liquida- 
tion on April 12, having been ab- 
sorbed by the Harvard Trust Co. 
of Cambridge, Mass. 


* * * 


It is learned from the Newark, 
N. J., “Sunday News” of April 13, 
that Clarence G. Meeks, President 
of the Hudson Trust Co. of Union 
City, N. J., announced on April 
12 that the bank has redeemed its 
outstanding preferred stock held 
by the Reconstruction Finance 
Corporation. The stock, it was 
added, was replaced by the sale 
of $990,000 in capital notes to pri- 
vate interests. 

* * * 


The resignation of Milton T. 
MacDonald as Vice-President of 
the Trust Co. of New Jersey, at 
Jersey City, was made known on 
April 18 by Mr. MacDonald at At- 
lantic City, according to advices 
from that city to the Newark 
“Evening News” which noted that 
he is the 1951 President of the 
Mortgage Bankers’ Association of 
America. Mr. MacDonald, it is 
said, is moving to Wilmington, 
Del., to take over the Presidency 
of T. B. O’Toole, Inc., referred to 
as one of the largest mortgage 
service and real estate manage- 
ment organizations of the East. 
Mr. MacDonald, continues the ac- 
count in the “News” (from a staff 
correspondent), is continuing his 
activity in the MBA. 

cd * oe 


Through the sale of new stock 
to the amount of $50,000 the City 
National Bank of Winston-Salem, 
No. Carolina, was increased, ef- 
fective April 4, from $250,000 to 
$300,000. 

* oe * 

The Peoples National Bank of 
Paducah, Ky., which recently in- 
creased its capital from $200,000 
to $500,000 (noted in our issue of 
April 24, page 1714), changed its 
title effective April 5 to the Peo- 
ples First National Bank & Trust 
Co., according to the weekly Bul- 
letin of the U. S. Comptroller of 
the Currency. 

oe a Eo 

Directors of California Trust 
Company, wholly owned affiliate 
of California Bank, Los Angeles, 
elected Wilton M. Adams Assist- 
ant Secretary on April 17, accord- 
ing to Frank H. Schmidt, Presi- 
dent. Mr. Adams joined the trust 
company’s staff in 1934 and is as- 
signed to the Investment Dept. 

* * a 

A charter was issued on April 
4 for the Harbor National Bank of 
Aberdeen, at Aberdeen, Wash., 
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with common capital of $200,000. 
The primary organization consists 
of Martin N. Deggeller, President, 
and J. H. Anderson, Cashier. 


Lawrence Pulliam 
Celebrates Birthday 


Lawrence S. Pulliam, Vice- 
President of Weeden & Co., in 
charge of their Los Angeles office, 
650 South Sovring Street, is cele- 
brating his 
first half 
century 
on May 5. Mr. 
Pulliam was 
born in the 
university 
town of Mis- 
soula, Mont., 
but moved 
with his par- 
ents to Cali- 
fornia at an 
early age, 
bringing with 
him his love 
of horses and 
the great out- 
doors. His ; 
hobbies are still horses, fishing 
and hunting, which he pursues 
from a spot in the hills about 45 
miles from Los Angeles. 

He graduated from the Uni- 
versity of California at Los An- 
geles, majoring in electrical engi- 
neering, but landed at a trading 
desk in the Securities Department 
of the California Bank, where he 
remained for 15 years before join- 
ing Weeden & Co. in 1937. Trad- 
ing is still both vocation and avo- 
cation. 


NY Exchange Film- 
‘What Makes Us Tick’ 


The New York Stock Exchange, 
April 29, presented a press pre- 
view of its new 12-minute ani- 
mated technicolor film, “What 
Makes Us Tick.” 

Richard M. Crooks, Chairman of 
the Exchange, introduced the film 
with the comment that the Ex- 
change had tried to picture— 
realistically and entertainingly— 
the basic facts about industry and 
ownership, about American busi- 
ness and the business of the Ex- 
change. 

“We have gone ahead on the 
theory,” he said, “that an enter- 
tained audience is a_ receptive 
audience. 

“Humor, cartoon treatment 
would, you might think, divert 
attention from the informational 
content of the film. We have been 
encouraged to believe, however, 
that the cantrary is true... .” 

The picture sticks to facts. 
There is no attempt to “sell” Free 
Enterprise, nor is the Stock Ex- 
change presented as the Shining 
Knight of Capitalism. The picture 
does try to show how business . 
works and how the Stock Ex- 
change does play an important 
part in making business work. 

Prints of the film are available 
immediately for public showing 
and may be had without charge 
from the New York Stock Ex- 
change or any member firm of the 
Exchange. 


Joins E. E. Mathews 


(Special to THE FINANCIAL CHRONICLE) 
BOSTON, Mass. — Harold C. 
Foster has become affiliated with 


Edward E. Mathews Co., 53 State 
Street. 


Waddell & Reed Adds 


(Special to THE FINANCIAL CHRONICLE) 
FAIRMONT, Minn.—Edwin C. 


Behrens is with Waddell & Reed, 
Inc. 








Lawrence S. Pulliam 


Renyx, Field Adds 


(Special to THE FINANCIAL CHRONICLE) 


DENVER, Colo. — Orvis R. 


Points is with Renyx, Field & 
Co., Inc., 2239 East Colfax Ave. 














Midwest Stock Exch. 
Receives Nominees 





Homer P.Hargrave merrill M. Cohen 


CHICAGO, Ill. — Morton D. 
Cahn, Chairman of the Nominating 
Committee of the Midwest Stock 
Exchange today announced the 
Committee’s nominees for offices 
to be filled at the annual election 
to be held June 2, 1952: 

Homer P. Hargrave of Merrill 
Lynch, Pierce, Fenner & Beane, 
Chicago, was renominated for 
Chairman of the Board of Gov- 
ernors. 

Merrill M. Cohen of J. M. Dain 
& Company, Minneapolis, was 
nominated to serve as Vice-Chair- 
man of the Board. 


The following were nominated 
to serve as members of the Board 
of Governors: 


Chicage: John J. Griffin, Floor 
Member; Walter E. Kistner, A. C. 
Allyn & Co.; James M. Pigott, 
Central Republic Company. 


Cleveland: Daniel M. Hawkins, 
Hawkins & Company. 


Minneapolis: Charles L. 
Grandin, Jr., Piper, Jaffray & 
Hopwood. 


St. Leuis: A. V. L. Brokaw, 
Friedman, Brokaw & Co. 


William A. Fuller of William A. 
Fuller & Co., Chicago was 
nominated as Chairman of the 
Nominating Committee for 1953. 
Other members nominated were: 


Clemens E. Gunn, Gunn, Carey 
& Company, Cleveland; Thomas 
E. Hosty, Sr., Sincere & Co., Chi- 
cago; Henry W. Meers, White, 
Weld & Co., Chicago; Irving J. 
Rice, Irving J. Rice & Comipany, 
St. Paul; Edwin R. Waldemer, 
Stix & Co., St. Louis; and Alfred 
E. Turner and Robert C. Wilson, 
Fleor Members. 


Bankers Underwrite 
J. l. Gase Stock Offer 


A nationwide group headed by 
Morgan Stanley & Co. and Clark, 
Dodge & Co. and comprising 54 
investment firms is underwriting 
J. I. Case Company’s offering of 
377,058 mew shares of common 
stock to its common stockholders 
at $24.50 per share at the rate of 
one share for each five shares 
held of record on April 24, 1952. 
The _ subscription warrants will 
expire at 3 p.m. (EDT) on May 
12, 1952. The company is one of 
the world’s largest producers of 
farm machinery. 


On April 17, by stockholder ac- 
tion, the authorized common stock 
was increased from 1,200,000 
shares of $25 par value to 4,000,000 
shares of $12.50 par value and 
each outstanding share of $25 par 
was changed into two shares of 
$12.50 par value. The shares being 
offered are the new shares of 
$12.50 par value. 


The sale of this stock will aug- 
ment the company’s working cap- 
ital and an amount equivalent to 
the proceeds will be used to re- 
duce outstanding bank loans. 


J. I. Case Co., successor to a 
business established by Jerome I. 
Case in 1842 is a full-line producer 
of farm machinery, including 
tractors, threshers, combines, cul- 
tivators, plows, harrows, hay ma- 


chinery and many other machines 
and implements which are pro- 
duced in various types, sizes and 
models. The company since 1912 
has been a leading builder of 


— farm tractors and it pioneered in 
' the development of the thresher. 


The products are sold at whole- 
sale through Case company 
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branches in the United States and 
Canada to more than 4,000 farm 
machinery dealers. Sales in other 
countries are handled through an 
export sales division. The com- 
pany operates eight plants and 
five foundries in the U. S. 

For the fiscal year ended Oct. 
31, 1951, the company’s net sales 





were $153,545,238. Net income was 
$9,786,082, equivalent to $4.86 per 
share on the presently outstand- 
ing common stock of $12.50 par 
value. 

Dividends on the common stock 


paid during 1951 -were equivalent 
to $2.50 per share on the $12.50 
par value shares. 


(1829) 21 


Now Mitchell Securities 


BALTIMORE, Md. — Effective 
April 28, the firm name of 
Mitchell-Hoffman & Co., Ine., 
Mercantile Trust Building, was 
changed to Mitchell Securities, 
Inc. Personnel of the firm re- 
mains the same. 
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New high records set in capacity, production, 


Producing More 


At a time when the steel produc- 
ing capacity of America is of 
= extraordinary importance to the 
welfare of the nation, National Steel is proud to report 
new high records of steel capacity, production and deliveries 
to customers. New construction during 1951 included the 


completion of another 550-ton per heat open hearth fur- 


nace—one of the world’s largest. The only furnaces of this 
size are in plants of National Steel. Ingot capacity was 
increased by 350,000 tons to provide a total annual capac- 
ity of 5,100,000 tons. In addition, construction was rapidly 

vanced on new blast furnaces at Great Lakes Steel 
Corporation and Weirton Steel Company. These will add 
close to 1,000,000 tons per year to pig iron output — 
highly important because of the continuing acute shortage 
of iron and steel scrap. 


Raw material reserves of iron ore and metallurgical coal 
—the most important wepcenate in steel makmg—were 
further expanded by the formation of two new coal mining 
companies, in which National owns substantial interests. 
Development of the Labrador-Quebec iron ore field con- 
tinued to advance, with more than 400,000,000 tons of high- 
grade iron ore already proved. National’s large interest in 
this property provides an important addition to ore reserves. 


+ see Result— More Sales, Wages 


rm Increased capacity, coupled with continu- 
age = te : - ae aE ; 
ee ing high demand, resulted in National’s 





total sales reachi $618,461,408 for ©1951, an increase 


of more than 15% over 1950. This volume of business 
was produced by an average of 29,933 employees during the 





shipments and total sales by one of America’s leading steel producers 


Taxes and Earnings 


Despite the increases in capacity and sales, net earnings of 
$45,287,093 for 1951 were under the record figure of $57,814,974 
for 1950. Earnings share declined to $6.15 from the 1950 
figure of $7.85. Stockholders received dividends of $3.00 
per share during the year. 

The 1951 earnings reflect not only the continued increasing 
cost of operations—higher wages, increased cost of materials 
and services from suppliers—but also the tremendously 
higher taxes paid out to Federal, state and local authorities. 
National’s total tax bill for 1951 came to $103,336,961, an 
increase of more than 50% over 1950. These taxes amounted 
to $14.03 per share of stock, compared with net earnings of 
$6.15 and dividends of $3.00 per share. Expressed another 
way, taxes were equal to $3,452 per employee, or almost 
three-quarters of what the average cuales received for 
a year's work. 

With high taxes and low tax allowance for depreciation, it 
is probable that American industry today bears a heavier 
tax burden than industry in any other part of the world. 


_— 


Looking Ahead 


Continued expansion of productive 
capacity is now under way, with a 
target of 6,000,000 tons total steel capacity set for comple- 
tion in mid-1953. Development of the Lalvodet Ouobee 
iron ore deposits is expected to produce deliveries in 1954. A 
Development and Research Committee has been established 
by National Steel to coordinate all research activities of the 
various units. Research fellowships are being established in 
several leading universities. Through such planning for the 
future, National Steel will continue to play a leading role in 
making and keeping America strong. 





cn increase over the average for the previous year. * * * * * 
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ages and salaries increased substantially to $140,555,562 Highlights of 1951 
more than $16,000,000 over 1950. The result was that aver- 1951 1950 
age annual earnings per employee in 1951 rose to $4,696, an em Se $618,461,408 537,024,673 
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Sweetser, V.-P. of 
Arnold Bernhard Go. 


(1830) 





trank tl.ot Sweetser 


It is announced by Arnold Bern- 
hard & Co., Inc., publishers of the 
“Value Line Investment Survey,” 
that Frank Eliot Sweetser, Man- 
ager of its Personal Investment 
Planning Department, has been 
promoted to Vice-President to 
take effect immediately. 

Mr. Sweetser has been asso- 
ciated with Arnold Bernhard & 
Co. for the past year. Prior to 
that he was connected with Dean 
Witter & Co. and the Manufac- 
turers Trust Co. He also served 
for seven years in the U. S. Army 
with two and a half years of over- 
seas duty as First Lieutenant. 


G. H. Coppers Named to 
Head Gom. Chamber 


The nomination of George H. 
Coppers, President of the National 
Biscuit Co., for President of the 
Chamber of Commerce of the 
State of New York, was announced 
by Leroy A. Lincoln, Chairman 
of the Nominating Committee of 
the Chamber. Nomination is 
tantamount to election. Only 49 
years old, Mr. Coppers, when 
elected at the annual meeting to- 
day, will be one of the youngest 
men ever to head the 184-year-old 
Chamber, which is the oldest in 
the nation. He will succeed Rob- 
ert L. Hamill, who is completing 
his second term as President. 


Stennett With Beyer Co. 


DAVENPORT, Ilowa—George L. 
Stennett has become associated 
with Beyer-Rueffel & Co., Kahl 
Building. Mr. Stennett was form- 
erly for many years with the 
Standard Bond & Share Co. of 
Rock Island, Ill. Prior thereto he 
was an officer of R. E. Kramer & 
Co. in Davenport. 
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Enlarged’ takings of Treasur 








IPPENDALE, JR. 


-y obligations is tending to keep 


the market in good condition despite its fairly sizable advance. 


Both investors and traders have 


shown less reluctance to step up 


and take securities, despite the rise which has taken place in the 


market as a whole. Although 
very seldom move straight in a 


it is well realized that markets 
ny one direction, there does not 


appear to be much fear around that a sizable reaction is likely to 


develop. 
but this would most likely be loo 
development. 


Speculation as to what kind 


To be sure, some backing and filling might be in order, 


ked upon as a favorable technical 


of security will be offered by the 


Treasury in the future, to raise new money, is keeping not a few 
money market followers in a somewhat hesitant mood. The belief 


that an intermediate term obliga 


take the edge off some of the outstanding middle-term issues. 


declining loan trend is resulting i 
eligibles by certain deposit banks 


tion is quite likely has tended to 
The 
n purchases of the higher-income 


Market Opinion Favorable 


The opinion that governmen 


t security prices will continue to 


remain on the constructive side is bringing about a well rounded 


demand for these obligations. 


The funds seeking investment in 


the government market are growing and there are indications that 
larger amounts of this money is being put to work despite the 


upward trend of quotations. 


Because of the growth in savings, 


and the piling up of pension funds, there has been larger takings 
of the higher-income Treasury obligations by both investors and 


traders. However, it is believed 


that the much improved psycho- 


logical attitude toward the money markets is one of the most 
important forces making for the better tone which has been in 


evidence recently. 


Investors appear to be convinced that the trend 


is on the favorable side and are not hesitating to put funds to 


work even at advancing prices. 


To be sure, the small floating 


supply of securities available for sale has had something to do 


with this also. 
Considerable gossip is being 


tions which may come along in the not-too-distant future. 


the new money financing will be 


heard about new security flota- 
What 
is a real open question, although 


it seems at the present time as though an intermediate term obli- 


gation appears to have the greatest support. 


fashioned along the lines of the 


Probably something 
recently offered 2%s of 1957/59. 


There are, however, those that do not discount the possibilities of 


a long-term issue coming along 


with a 2%,% coupon being men- 


tioned. It is believed such an issue if offered for new money, would 
be eligible for purchase by commercial banks. Despite the opinion 
that long-term bonds might be used for new money financing, the 


feeling is much stronger that a 
used for this purpose. 


medium-term obligation will be 


There might even be options given with 


any new financing, according to some, with short-terms being 
offered to meet the needs of certain buyers, while intermediates 
or longs would be available for those not interested in the shortest 


maturities. 


Interest Rate Trend Debated 


There is likewise considerable discussion as to what might 


happen to interest rates if there s 
tion in the Fall elections. It is 
the level of interest rates is not 


hould be a change in Administra- 
being pointed out, however, that 
something that can be identified 


with any political party. There were periods in the past when 


both high and low interest rates 


both of the major political parties. 


could be taken as the policy of 
It is not believed in most 


quarters that a change in political parties would have any impor- 


tant influence in itself upon the level of interest rates. 


conditions and the position of th 


Economic 
e money markets, as well as the 


needs of the Treasury, will most likely continue to dictate the 
level of interest rates, irrespective of which party may be in 
power after the coming élections, according to many followers of 


the financial markets. 


Although there have been 
buying in the near-eligible tap 


it appears to be more largely gossip than fact. 


reports of considerable forward 
bonds by the commercial banks, 
It will, however, 


be only a few more days now before the deposit banks will be 
able to take on the 2%s due 1962/67. There will no doubt be an 
interest in this obligation from the commercial banks, but it is not 


likely to be as sizable as would 
had not advanced so sharply. 


Activity and volume contin 


have been the case if the price 


ues to be on the favorable side, 


with more switches and swops being made by non*bank investors 


than has been the case in quite 
being worked in both directions 
and the longest maturities. 


Commercial banks in the M 


some time. These exchanges are 
, from and into the near eligibles 


iddle West and the Pacific Coast, 


according to advices, have been leading the parade in the acqui- 


sition of the longest tax-protected issues. 


Some buying was also 


reported in the September 1967/72s. 


The changes in the savings bonds, announced by the Treasury 


on Tuesday, were in line with 
series H bonds. The latter shou 


that do not want a discount bond. 


With Paine, Webber 


GRAND RAPIDS, Mich.—Paine, 
Webber, Jackson & Curtis an- 
nounced that F. Wayne Hathaway 
has joined their office, Peoples 
National Bank Building, as a 
registered representative. 

Mr. Hathaway was formerly as- 
sociated with Merrill Lynch, 
Pierce, Fenner & Beane in Grand 
Rapids. 


expectations, except for the new 
Id have attraction for individuals 


B. H. Lapham Branch 
AUBURN, N. Y.—B. H. Lapham 
& Company on May 1 is opening 
a branch office in the Flint Build- 
ing to specialize in the sale of mu- 
tual funds. H. Cleveland Smith is 


manager of the new office. He 
has been active in Auburn as an 
individual dealer for over 17 


years. 
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Inflation or Freedom—The 
Campaign Issue of 1952 


all further incentive to save, to 
invest, or even to produce. With- 
out new capital there is no way 
to buy new tools of production, 
except out of profits—and profits, 
of course, have been largely eaten 
—or taxed—away. 

So at this point the patient is 
clearly in extremis. The govern- 
ment sends for its High Priests of 
Economic Mumbo-Jumbo and in- 
structs them to find a cure. 

Now I do not know what devil- 
ish perversity of human nature 
is responsible for this fact, but 
nevertheless it is a fact, that for 
about 4,000 years these Economic 
Witch Doctors have invariably 
come up with the same prescrip- 
tion. 


Controls Breed Disaster 


They report solemnly that the 
nation is suffering from high 
prices; and that prices must there- 
fore be frozen. Thus, instead of 
attacking the disease at its source, 
they seek merely to suppress its 
symptoms. It is a good deal like 
putting a pneumonia patient into 
the deep freeze in order to bring 
down his fever. And the results of 
the treatment are invariably fatal. 

Control is substituted for com- 
petition. The free market is abol- 
ished. Profits are wiped out by 
rising costs. Without profits—and 
with no new sources of capital— 
producers are soon unable even to 
replace the tools of production as 
they wear out; and without these 
tools of production, labor is no 
longer able to produce in quantity. 

So the supply of goods and serv- 
ices begins to decline sharply. 
Merchants—refusing to sell goods 
below cost—withdraw them from 
the market and hoard them for 
their future security. Critical 
shortages develop. Large segments 
of the population begin to suffer 
want, privation, and even hunger. 
Black markets appear. Controls 
are piled upon controls. Property 
is seized. The rulers usurp dicta- 
torial powers; and whatever dem- 
ocratic rights the people may have 
enjoyed are first suppressed and 
finally crushed. The Police State 
becomes supreme. And what hap- 
pens to the patient after that is 
really of no consequence. For 
Freedom is dead! 

That is a dark and depressing 
picture; but it is the clinical his- 
tory of inflation and controls 
throughout the ages. It is an ac- 
curate composite of the recorded 
experience Of man in all the na- 
tions where inflation has been al- 
lowed to run its fatal course. 


The wages of economic sin are 
debt and taxes; and every time 
history repeats itself these days, 
those wages go up. So I shall dwell 
no further tonight upon the his- 
tory of the ancients. I shall merely 
Observe that inflation not only 
destroys Free Enterprise—it de- 
stroys all economic and political 
freedom as well. It has done so 
since the days of Babylon. It is 
still doing so today in America. 


Government Fostered Inflation 


Here at home, of course, Our in- 
flation was not only government- 
produced — it was government- 
planned. It was adopted, deliber- 
ately, as an instrument of national 
policy, and as an antidote for de- 
pression. That was in 1933 when 
our government devalued the dol- 
lar—not as a means of financing 
any past extravagance, but rather 
—I suspect—in contemplation of 
the future fiscal demands of a 
Welfare State. 


Then, in accordance with ‘the 
dictates of what it ironically called 
a “Planned Economy,” our gov- 
ernment threw economy to the 
winds, went into debt, and met its 








deficits by the roundabout issu- 
ance of printing-press money. 

I think the situation in those 
days was summed up best by a 
conversation between a couple of 
waiters who were discussing the 
devaluation of the dollar. One of 
them said: 

“Sam, if dis heah dollah has only 
got 59 cents worf of gold in it, 
what’s de othah fo’ty-one cents?” 

Sam scratched his head for a 
moment and said: “Well, ah don’ 
rightly know, but ah reckon it’s 
mos ly powdahed eggs.” 

And that’s how it’s been for 
nearly a fifth of a century now. 
We've been sitting with our 
powdered-egg dollars on the pow- 
der keg of inflation. Yet for a 
number of years, nothing much 
happened; and back in 1940, if 
someone offered to bet you dollars 
to doughnuts, he was still giving 
you odds. 


Then came the war; 
powder keg went up. 


Effects of Prewar Inflation 


The supply of money increased 
rapidly. Civilian production was 
cut back severely. Taxes discour- 
aged investment. Shortages be- 
came alarming; rationing was in- 
stituted and black markets 
appeared. The Economic Witch 
Doctors came through with their 
age-old prescription for wage and 
price controls; but the cost of liv- 
ing went up just the same... and 
so, of course, did the cost of pro- 
ducing. 

Under the political pressure of 
organized labor, the government 
then began to relax its wage 
freeze, but in the absence of an 
equally powerful political pressure 
from investors, it clung to its price 
ceilings as closely as it could. By 
the end of the war, for example, 
our steel prices had gone up only 
about 1%, but our steel wage costs 
had gone up about 46%; and 
profits had been squeezed to the 
bone. 


Deprived, during the war years, 
of profits for reinvestment in the 
business, and with little or no new 
capital to be found in the market, 
producers were unable to expand 
their plants and facilities enough 
to meet the national necessity. So 
the government had to build its 
own defense plants in many cases, 
and to pay for them, in part, by 
watering the currency some more. 

Thus we came out of the war 
with a public debt of more than a 
quarter-trillion dollars; with our 
money supply inflated to nearly 
three times its former size; with 
a tremendous pent-up demand by 
consumers for civilian goods; and 
in a_ strait-jacket of economic 
controls that virtually destroyed 
all incentive to invest in new tools 
of production. 


Our economic future looked 
dark indeed .. . and would have 
been, I think, had the American 
people not turned back, almost 
instinctively, to the ways of Free 
Enterprise. Shouting a resound- 
ing “NO” to the prescriptions of 
the Witch Doctors, they forced the 
repeal of price controls and the 
removal of some of the most 
burdensome taxes on business and 
investment. 


and the 


Benefits of Free Economy 


The result was miraculous. 
Prices rose to meet production 
costs. Profits were partly restored. 
Incentives existed again, and capi- 
tal started to flow back into the 
construction of new factories and 
furnaces. Obsolete and worn-out 
machines were junked and re- 
placed by new ones. Production 
increased enormously and _ the 
supply of civilian goods began to 
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catch up with the backlog of con- 
sumer demands. 

But an even greater miracle oc- 
curred, meanwhile, in Washing- 
ton. It was worked by the much- 
‘maligned Eightieth Congress, of 
which, I am sure, our friend John 
Taber is still very pround to have 
been a member. You may recall 
that the President described the 
Eightieth as the “second worst 
Congress in American history”; 
but you may not recall that that 
was the Congress which balanced 
the Federal Budget for the first 
time since the New Deal had come 
into power. 

Yes, it cut Federal spending, 
wiped out the deficit, produced a 
budget surplus, and began paying 
off the public debt. For two whole 
years it stopped the flow of print- 
ing-press money. Thus, it attacked 


inflation at the source, and 
stopped rising prices in their 
tracks. 


By 1949 the cost of living had 
started to come down, and it kept 
on coming down. Production 
caught up with demand, and there 
was even talk of a “recession.” 
And though millions of people, 
dependent on fixed incomes, could 
never hope to recover the losses 
they had suffered with their 
powdered-egg dollars, inflation 
itself had been licked. It had been 
licked NOT by price controls and 
a police state. It had been licked 
by American Enterprise and by a 
freely-elected American Congress 
that refused to act as a rubber 
stamp for the Witch Doctors. 

And go it was... until Korea. 
But now it has started all over 
again. Another huge deficit is in 
the making. The printing presses 
are beginning to roll. Confisca- 
tory taxes have been heaped upon 
productive enterprise and on in- 
vestors. Price controls make ex- 
pansion almost impossible. The 
Witch Doctors are back in the 
saddle; and politics rules the day. 


How to Prevent Inflation 


From Ancient Greece to New 
Deal America, the story is the 
same; but if we, as a nation, are 
capable of learning anything from 
experience, then surely we can no 
longer remain blind to these two 
fundamental facts about inflation. 

First, that inflation must be 
stopped at its governmental 
source... that government alone 
can do this ... and that it can 
only do this by balancing its 
budget, by living within its in- 
come, and by exercising, wisely, 
its powers to prevent the infia- 
tionary expansion of privete 
credit. 

Second, that the damage done 
by inflation can never be over- 
come, retroactively; but, to the 
extent that it can be ameliorated, 
this can be accomplished only by 
increasing the efficiency of the 
production of goods and services. 
To do that, we must have more 
tools of production — more fac- 
tories, machines and raw “ma- 
terials. That means we must have 
more capital to buy these tools of 
production. And capital—remem- 
ber comes chiefly from two 
sources: From new _ investment 
and from the undistributed profits 
of enterprise. 

So it all boils down to this: 

Anything which increases the 
Federal deficit is inflationary, and 
is therefore undesirable. And any- 
thing which discourages private 
investment will curb production, 
and is therefore ruinous; because 
production is still the best answer 
to high prices. That, of course, is 


why rabbits are cheaper than 
mink! 
Impact on Business 
So with these two inexorable 


economic laws in mind, let us now 
see where our present govern- 
mental policies are leading us. 
And here again, I am going to 
draw heavily upon experience 

. . the experience with which I 
am most familiar .. . the experi- 
ence of United States Steel: but 


remember if you please, that what 
is happening to our business is 
also happening — or may well 
happen—to every other business 
in America. 


Since V-J Day, United States 
Steel has spent more than a bil- 
lion dollars on the tools of pro- 
duction. It has already approved 
the future expenditure of three- 
quarters of a billion more for this 
purpose. Where is that money to 
come from? Well, in answer to 
that question, let’s see how our 
investors are faring. 


For every dollar we paid in 
dividends to our common stock- 
holders last year, we paid five 
dollars in taxes to the Federal 
government. But that is only the 
first tax on our earnings. One of 
our shareowners—who is in the 
top income tax brackets where 
new capital should be most 
readily available — wrote me the 
other day saying that out of every 
dollar he received from us in divi- 
dends, he had to pay 90 cents to 
the Federal government in taxes. 
So in the end, he got ten cents 
out of the six dollars we earned 
and the Federal government took 
the other $5.90 — or fifty-nine 
times as much as he retained. 


Misrepresentation of Profits 


Yet a Voice on the radio from 
Washington told you the other 
night that this entire $6 was 
profit, and it led you to believe 
that this $6 belonged to the 
owners of the business who could 
well afford to give a large part 
of it to labor in the form of 
higher wages. 


Well, when we have that kind 
of misrepresentation in Washing- 
ton—and when the government is 
getting from 5 to 59 times as 
much of our revenue as the 
owners of our business receive— 
I can only say that our prospect 
of getting new capital on any 
reasonable or economical terms is 
mighty bleak indeed. 


But our chance of expanding 
our productive facilities out of 
profits is becoming even bleaker. 
In the first place, much of our 
so-called profit now has io be 
used merely to replace the exist- 
ing tools of production as they 
wear out. Let me show you how 
it works: 


In 1939, it cost us about $2,000,- 
000 to build a new blast furnace; 
and over the useful life of that 
furnace, the government permits 
us to set aside that $2,000,000, in 
installments, as depreciation. 


But if that furnace were now 
worn out, and if we had to replace 
it today, it would cost us more 
than $5,000,000 to do so. That 
means that better than $3,000,000 
would have to come out of our 
profits after taxes. But the top tax 
rate applicable to our business is 
now 84%. So to get three millions 
of profit after taxes, we must col- 
lect $19,000,000 from our cus- 
tomers before taxes. 


Nearly $16,000,000 of that money 
goes to Washington in taxes. The 
rest goes up in the thin air of 
inflation. Not one penny is left for 
the owners of our business. Not 
one penny is left to spend on the 
expansion of our facilities. And, 
when we are all through, our 
iron and steel-making capacity 
has not been increased by so 
much as a single ton. 


Yet that Voice on the radio 
from Washington told you the 
other night that this entire $19,- 
000,000 was profit and that we 
must give a large part of it to 
Labor. 


Danger of Government Policies 
And now, of course, that same 
Voice has seized our properties in 
order to compel us to pay labor 
more money for doing less work. 
Collective bargaining has been 
replaced by compulsory govern- 
mental mandate, without any au- 
thority from the Congress. 
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Let’s see exactly what this 
policy means to us and to the 
people of America. 


It means, first, that labor will 
have hundreds of millions of dol- 
lars more to spend, but will pro- 
duce no more goods and services 
on which to spend it. So the up- 
ward pressure on prices will in- 
crease enormously, and up goes 
the cost of living. 


Moreover, every dollar of that . 


wage increase, which comes out of 
our profits, means one dollar less 
to spend on the expansion of pro- 
duction .and on the development 
of the new sources of raw ma- 
terials which our nation may need 
so desperately in the event of 
another war. So.the supply of 
goods and services will lag still 
farther behind consumer demand. 
That means more upward pres- 
sure on prices and up goes the 
cost of living again. 

But even that is not all. 

For every dollar of profit we 
lose, as a result of such a wage 
increase, the Federal government 
will lose about five dollars in 
taxes that it otherwise would 
have collected from us. And as 
similar wage boosts spread 
through industry generally, as is 
inevitable, that means a danger- 
ous reduction in Federal revenues. 
It means a ruinous increase in the 
size of the Federal deficit. It 
means more printing-press money. 
And it means another crippling 
round of inflation. 





Comfort to Foreign Enemies 


My friends .. . if our foreign 
enemies were themselves in con- 
trol of our government today, 
they could not have devised a 
policy more disastrous to our 
economy, nor more destructive of 
our freedoms, than the policies 
which have been forced upon us 
by our Washington Witch Doctors 
with their medieval nostrums. 


Inflation can be stopped by 
American enterprise in the free 
American way. It can be stopped 
by an American Government that 
is truly responsive to the needs 
of all of its people. But it can 
never be stopped by self-serving 
politicians who use freedom as a 
football and make private prop- 
erty their plaything! 


There are men in Congress 


today ... men of both political 
parties who are striving 
honestly to stop government 


waste, to balance the budget, to 
encourage investment, to stim- 
ulate production and to crush in- 
flation. But they cannot succeed 
without the outspoken help and 
vigorous support of the citizens of 
America. 


Whether they are to get that 
help and support, is—to my way 
of thinking—THE campaign issue 
of 1952. It’s up to the American 
people. The choice is theirs. 

Inflation or freedom. 

Which shall it be? 
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Harry S. Adams has been elected 


a Director, Vice - President and 
Treasurer of Blair Holdings Cor- 
poration, according to an an- 
nouncement by V. D. Dardi, Pres- 
ident. For the past five years Mr. 
Adams was President of Pacific 
Corporate Services Inc., corporate 
financial counselors. 


With Walston, Hoffman 


(Special to THe Frnanciat CHRONICLE) 
SAN JOSE, Calif. — Otto D. 
Toevs and Lola L. Turner have 
joined the staff of Walston, Hoff- 
man & Goodwin, 12 Scuth First 
Street. Miss Turner was previ- 
ously with Paul C. Rudolph & 


Company. 





HARNISCHFEGER 


CORPORATION 


reports on another year of 
growth and p 
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Our expansion of facilities included a sub- 
stantial program of machine tool moderniza- 
tion at our main plants in Milwaukee . . . the 
enlargement of our two plants at Escanaba, 
Michigan .. . the completion of a new Diesel 
Engine Plant at Crystal Lake, Illinois . . . and 
the creation of the new Pacific Coast Division 


“Las year 1951 was 
the 67th in the history of Harnischfeger Cor- 
poration. It was a year of achievement made 
possible by the wholehearted teamwork of our 
entire organization. With facilities operating 
at near capacity, shipment for all Divisions 
were valued at $62,090,551. 
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with manufacturing facilities for Overhead 
Cranes at Los Angeles, California. Today, the 
position of the company is stronger than ever 
from every standpoint. 


Like so many other business firms, we have 
been deeply concerned over the excessive : 
spending and taxing policies of our govern- 


ment, which are causing strong inflationary ; 


pressures. We earnestly hope for a reduction i 
in non-essential spending, waste and ineffi- ; 
ciency to lighten the burden of taxes, so that ' 
all business may go forward on a more basical- 

ly sound national economy. 


A copy of the 1951 Annual Report 
is available upon request. 


HARNISCHFEGER CORPORATION 
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It has long been recognized that 
Canada’s economic growth and 
Gevelopment has been linked to 
her trade with the United States. 
The two coun- 
tries have al- 
most always 
enjoyed a 
tlose and per- 
sistent com- 
mercial inter- 
course, which, 
despite tariffs, 
has been prac- 
tically un- 
hampered by 
boundary 
lines and 
which has 
been more in 
the nature of 
domestic 
rather than 
foreign trade. In view of all this, 
the address on the “Future of Ca- 
nadian-United States Trade,” re- 
cently delivered at Vancouver, 
B. C., by Vergil D. Reed, Vice- 
President and Associate Director 
of Research of J. Walter Thomp- 
son Company, a leading advertis- 
ing and economic research organi- 
zation, is of special interest. 

Commenting on the growth of 


Canadian-U. S. trade, Mr. Reed 
notes: 


“In 1868 Canada’s total exports 
to the United States amounted to 
$25,350,000. U. S. exports to Can- 
ada in the same year amounted to 
$22,660,000. In 1951 your exports 
to the U. S. amounted to $2,333,- 
900,000 and our exports to Canada 
were $2,812,900,000. After 83 years 
your exports to the U. S. were 
over 92 times as great. Our ex- 
ports to Canada were over 124 
times as great. Even after cor- 
recting for dollar depreciation 
these increases would still be as- 
tonishing enough! 

“Between 1935 and 1951 your 
exports to us have increased more 
than eight-fold, while your im- 
ports from us have increased more 
than nine-fold. 

“The changes in the pattern of 
our trace hold surprises too, both 
as to nature and to speed. Can- 
ada’s export pattern has under- 
gone a radical change even since 
1947. Her ability to adjust her 
@conomy easily to such a sudden 
shift in markets is convincing 
proof of her adaptability and 
soundness. Before 1947 the long- 
term pattern of Canadian exports 
has been about two-thirds over- 
seas and one-third to the United 
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States. Today the pattern is al- 
most exactiy reversed with two- 
thirds to the United States and 
one-third overseas. Great Britain, 
which used to rank with the 
United States as a Canadian mar- 
ket, takes only about 15% with 
the rest of the Commonwealth 
taking another 7%. Between 1947 
and 1950 Canadian exports to the 
United States doubled in value 
and increased 60% in actual vol- 
ume. Your overseas exports 
shrank a third in value and a half 
in volume. 


“Last year 17.9% of U. S. ex- 
ports went to Canada and 208% 
of our imports came from Canada. 

“Canada’s former practice of 
paying off trade deficits with the 
U.S. from her overseas trade sur- 
pluses has been replaced with a 
much better Canadian-United 
States balance with heavy U. S. in- 
vestments offsetting dollar short- 
ages, with free exchange and the 
Canadian dollar at par, or even 
at a small premium in relation 
to U. S. dollars. 


“The change in Canada’s im- 
port pattern has not been so dras- 
tic as in exports. While 68% of 
her imports came from the U. S. 
in 1928-29 this proportion was 
still roughly 67% in 1950 and 1951, 
although it did reach 77% in 1947. 
Some of the decrease between 
1947 and 1950 was due to your 
emergency restrictions against 
goods from hard currency coun- 
tries. These have, of course, been 
eliminated. It is quite probable 
that a small increase in the pro- 
portion of your total imports 
coming from the U. S. will ma- 
terialize. On the other hand, 
other countries in their drive for 
dollars are competing with us 
more aggressively for a larger 
share of your imports. For in- 
stance, while your imports from 
the U. S. decreased from 77% to 
67%, your imports from the 
United Kingdom increased from 
7% to 13% of your total.” 

In summing up the outlook for 
Canada’s trade with the U. S., 
Mr. Reed expressed optimism for 
its future growth and prosperity, 
but added: 

“IT can see but one threat to 
prevent that future from ma- 
terializing to our common benefit. 
That threat is so obvious that 
there is danger of overlooking it 
and the invisibility of the obvious 
is the source of most of the world’s 
woes. Should that threat ma- 
terialize it will be tragic for us 
and for the rest of the world as 
well. The rising voice of restric- 
tionism is again abroad in both 
our lands. This in spite of the 
fact that both our governments 
are committed to a world policy 
of eliminating trade barriers. 

“Your Minister of Trade and 
Commerce, Mr. Howe, in an ad- 
dress in Geneva, Switzerland, last 
September, described that danger 
extremely well. He said: ‘Nothing 
can be more short-sighted than to 
give way to the pessimists and to 
curtail trade. Some few indi- 
viduals may be helped by import 
controls, but in the long run cur- 
tailment of trade is not the road 
to prosperity and higher stand- 
ards of living. On the contrary, 
restrictions more often lead to 
mutual impoverishment. We have 
to beer in mind that import con- 
trols soread like an epidemic once 
they start and are very difficult 
to check.’ 

“If we sell we must buy. Other- 
wise, if we want to export we 
must give it away. There are no 
other solutions. 

“Our Secret>ry of State, Mr. 
Acheson. said in a speech. April 
9 1952. ‘I have been working for 
12 vears on the effort to free 
international trade fron some of 
its barriers and I regret to say 





that there are just as many now 
as there were when we began 
and the outlook is discouraging. 
But we must continue to fight it 
and you must continue to help us 
because the matter of freeing 
trade throughout the world and 
bringing about a greater exchange 
of goods is essential for the pur- 
pose that you are meeting here 
today to consider.’ 

“Leaning on the glass crutches 
of subsidies and tariffs is not only 
dangerous but it ill becomes those 
who claim to cherish free com- 
petitive enterprise and boast of 
business ingenuity. 

“The ingenuity will be more 
profitable and much more in the 
interests of consumers. 

“My constant hope is that Can- 
ada and the United States will 
continue to insure their welfare 
by eliminating rather than raising 
barriers against each other.” 


Sports Contests for 
Bond Club Field Day 


Plans for a variety of sports 
and entertainment events for this 
year’s annual Bond Club Field 
Day were announced at a dinner 
given for committee chairmen last 
night by Edward Glassmeyer, 
Blyth & Co. Inc., general Field 
Day Chairman. The outing will 
take place June 6 at the Sleepy 
Hollow Country Club in Scar- 
borough, N. Y. 

Included in the events will be 
the annual “Bulls” and “Bears” 
golf championship, tennis tourna- 
ment, a fly casting exhibition and 
contest and a horseshoe pitching 
contest. Several hundred entries 
are expected to participate in the 
two-ball foursome selected drive 
medal play golf tournament, a 
variation of the Scotch foursome. 

In addition to these events there 
will be an animal race—species 
unknown. Other events are being 
planned, Mr. Glassmeyer said, and 
will be announced at a later date. 

Publication plans for the “Bawl 
Street Journal,” annual satire of 
Wall Street doings, are well under 
way, it was announced, and ma- 
terial is steadily flowing in from 
Wall Street humorists. 


Elected to Board 


Arthur H. Lamborn has been 
elected to the Advisory Board of 
30 Broad Street Office of Chemi- 
cal Bank & Trust Company, it has 
been announced by N. Baxter 
Jackson, Chairman. 

Mr. Lamborn is a partner of 
DeCoppet & Doremus, dealers in 
odd lots on the New York Stock 
Exchange. He is also a director of 
Forstmann® Woolen Company of 
Passaic, N. J. . 


James Ebert Co. Adds 

(Special to Tue FINANCIAL CHRONICLE) 

BAKERSFIELD, Calif. — Caryl 
C. Turner has been added to the 
staff of James Ebert Company, 
120 Chester Avenue. 


With Waddell & Reed 


(Special to Tue FIrNanciaL CHRONICLE) 
BEVERLY HILLS, Calif.—John 
M. McGirr is now with Waddell 


& Reed, Inc., 8943 Wilshire Boule- 
vard. 


With Sutro & Co. 


(Special to THE FINANCIAL CHRONICLE) 
LOS ANGELES, Calif.—John C. 
Daniels is now associated with 
Sutro & Co., 210 West Seventh St. 


Joins Witherspoon 
(Special to THE FINANCIAL CH20NICLE) 
LOS ANGELES, Calif.—Elmer 
P. Riexinger is with Witherspoon 
& Company, Inc. 215 West 
Seventh Street. 


With Dean Witter Co. 


(Specia] to THE FINANCIAL CHTONTICLE) 


LOS ANGELES, Calif—John J. 
McGuire is with Dean Witter & 
Co., 632 South Spring Street. 
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By JOHN 


We aill 
when it is possible for us to learn 
from some the other fellow has 
made, let us do so. Impulsive- 
ness, and talking without think- 
ing, can be a most costly and ex- 


make mistakes — but 


pensive experience, whether it 
happens in the White House, or in 
a broker’s office. Certainly, when 
it can bring about the loss of 
confidence—a valuable asset to 
any one in the securities busi- 
ness—it should be avoided at all 
costs, 


Good Intentions Are Not Enough 


The following case history of 
how just one mistake on the part 
of an account executive led to the 
loss of a good customer’s business, 
clearly iliustrates how even with 
the best of intentions, you can go 
off on the wrong tangent and ruin 
an account. In this instance, a 
woman investor had been reading 
the advertising of one of our larg- 
est member firms. She decided 
to pay them a visit because she 
thought they might be able to 
assist her in making a decision 
regarding a certain stock which 
she held and on which she had a 
substantial paper loss. She had 
previously spoken to a next-door 
neighbor whom she thought was 
competent to give her advice, be- 
cause the neighbor had a reputa- 
tion among her friends as one who 
had been successful in handling 
his own investments. 


So she went to this brokerage 
office and placed her problem 
before one of their account exec- 
utives. She had decided to sell 
stock A and buy stock B, which 
her neighbor had advised her 
would make a good “switch.” She 
told the facts to the account exec- 
utive, and admitted to him that 
she didn’t know too much about 
the matter, but that she was in- 
terested in making up her loss if 
possible. 


It is happened that only a few 
minutes before this lady entered 
the office, the account executive 
with whom she was discussing her 
problem had received an order to 
buy 4,000 shares of a speculative 
Canadian oil stock. He obtained 
this order from a vice-president of 
an important American oil com- 
pany. He had been told by this 
man that the Canadian company 
was abouttorelease some news that 
would be very favorable to the 
company, and that was the reason 
for this purchase of the 4,000 
shares On the part of the oil com- 
pany executive. He had just 
bought several hundred shares for 
his own account, and at the mo- 
ment was probably quite steamed 
up about the prospects for the 
Canadian oil. 


As he listened to the little lady 
tell about her loss in the stock she 
had intended to sell, and replace 
with another that her neighbor 
friend had advised her to buy, his 
mind naturally came up with the 
thought—“why not tell her about 
it, maybe it will be good for her, 
too.” And that he did. He told 
this woman, who was a complete 
stranger to him, that he had the 
information about the Canadian 
oil and even where he had ob- 
tained it. He showed her an 
order he had placed for his own 
account. Of course, he meant 
well. The lady bought the stock 
and went home to await the good 
news that was to come out, that 
probably would put the stock up 
in price. That has been several 
weeks ago and she is still waiting. 


Why Go Out on a Limb? 


No amount of explanation could 
ever regain this lady’s confidence 
—either in the customer broker, 
or the firm who pays his salary. 
Yet, he meant well. He actually 
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wished to help this investor with 
her problems. She even admits 
this to herself because she is in- 
telligent enough to know that the 
account executive could have 
made the same commission on the 
stock she had expected to buy in 
the first instance as he did with 
the Canadian oil. The order was 
handled on an agency basis and 
not as principal, and at regular 
Stock Exchange commission rates. 

But even more important—here 
are some things that this cus- 
tomer broker did not know. The 
lady’s account was quite large. 
Her husbaind had died only about 
a year before and she was actu- 
ally looking for a competent 
source of advice. She was mainly 
interested in developing a good 
portfolio of income - producing 
securities and she was groping 
around in the dark when she 
called at the office of this firm 
for help. What an opportunity 
this man had to make analysis 
of this potential client’s needs. 
If he had only tried to find out 
the basic requirements of this in- 
vestor, by asking some simple 
everyday questions, he would have 
never made the blundering mis- 
take which caused her to lose con- 
fidence in his firm and in him. 

Until the time comes when 
people are no longer talked into 
good things, sure shots, easy- 
money quickies, and treated to 
inside information that sometimes 
never comes off, they will con- 
tinue to be skeptical of the real 
merits of investing in corporate 
securities. The moral of this epi- 
sode is simply this: No matter 
how much of a “good thing” you 
may have—be careful how you 
tell it, and to whom you tell it. 

Tipping stocks has no place in 
the investment business. The pub- 
lic cannot be expected to place its 
confidence in any firm when its 
representatives pass along tips 
to its clients. In the long run, the 
only worthwhile accounts that any 
salesman can have are those who 
know that he will never suggest 
that they buy or sell anything ex- 
cept on a long-term, sound in- 
vestment basis. 


With Davies & Co. 


(Special to THE FINANCIAL CHTONICLE) 


FRESNO, Calif—Norman Had- 
dad, formerly with Paul C. Ru- 
dolph & Co., has joined the staff 
of Davies & Co., T. W. Patterson 
Building. 


Joins Waddell & Reed 


(Special to THE FINANCIAL CHRONICLE) 


KANSAS CITY, Mo.—Raiph H. 
Ohlson is now connected with 
Waddell & Reed, Inc., 1012 Balti- 
more Avenue. 


Two With Waddell & Reed 


(Special to THE PINANCIAL CHRONICLE) 
CLAYTON, Mo.—Carl H. Koch, 
Jr., and Elgin M. Hartshorn are 
affiliated with Waddell & Reed, 
Inc., 7 North Brentwood Boule- 
vard. 


Joins Reynolds Staff 


(Special to THe FINaNcIAL CHRONICLE) 

WINSTON-SALEM, N. C— 
Barbara Chamberlin has joined 
the staff of Reynolds & Co., Rey- 
nolds Building. 


Katzenberg, Sour Admit 

William R. Katzenberg on May 1 
will become a limited partner in 
Katzenberg, Sour & Co., 15 Broad 
Street, New York City, members 
of the New York Stock Exchange. 
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The Muddy Business Outlook 


oracles influence the government 
itself as well as business and in- 
vestment policies. That is what 
happened in 1945-46 when the 
Keynesian ghost was haunting 
Washington and a postwar depres- 
sion was considered a cinch by 
the bureaucrats. Since Korea, the 
ex officio mouthpieces reflect the 
mental status and indecision of 
the politicians in office — their 
total lack of understanding of the 
world situation, and their ir- 
responsible self-assurance in 
trumpeting each of their hastily 
concocted decisions as the last 
word of wisdom. The less they 
know about which way to go, the 
more emphatic they are in telling 
people which way the world will 
Zo. 


The Paradox of the “Cycle” 
At any rate, the profound mone- 


tary and fiscal interferences, 
direct and indirect price, income 
and investment controls, etc., 


which have thoroughly distorted 
the normal economic process, did 
not add an iota to its stabilization. 
Indeed, they have created new 
and vicious elements of instability. 

This is illustrated again by the 
current situation. It is a remark- 
able experience that a rapidly 
growing economy, bent to the 
Full Employment bias, supported 
by a fantastic gold reserve and 
international position, led by the 
most expansive breed of entre- 
preneurs, fueled by ever-increas- 
ing government spending, lending 
and subsidizing—should go in re- 
verse, if partially only. Which is 
what happened, as indicated by a 
13 to 14% decline (list quarter) 
of department store sales as 
against the same period of last 
year, by slipping soft and hard 
consumer goods prices, real es- 
tate values, and other obvious 
signs, some very distressing to 
those concerned. 


Recurrent “setbacks” are part 
and parcel of the “slow” inflation; 
the fact that this one is sharper 
and lasts longer than its fore- 
runners — 1949, in particular — 
should be understandable in view 
of the sharpness of the 1950-51 
upturn that preceded it. 

What makes the picture 
puzzling is the contrast between 
this tendency and the trend of 
construction activities. Expendi- 
tures on new plant and equipment 
are to reach in 1952 the all-time 
high of over $24 billion. Accord- 
ingly, output of “heavy” indus- 
tries, from steel and oil to ma- 
chinery, is running at record 
levels. Hasn’t a whole generation 
of business cycle _ specialists 
preached the theory that fluctua- 
tions in construction (in the 
broad sense) originate the cycli- 
cal ups and downs? If that were 
generally true, we should be well 
“up.” And what about the 
Keynesian “national income an- 
alysis,” the teaching of which 
sweeps our colleges: how does 
that explain that while paid-out 
national income keeps rising, the 
money volume expanding, and the 
government running a cash deficit 
—yet, the consumer is looking for 
bargains? 

In reality what we have wit- 
nessed in the last two years has 
little to do with “cyclical” phe- 
nomena in the ordinary sense. 
Rather, this is an interruption of 
the pattern that characterizes the 
postwar era: the pattern of creep- 
ing inflation punctured by re- 
current moderate let-downs. 

Two years ago, the inflationary 
spiral was again turning upward 
when the Korean “imbroglio” and 
its all-out implications burst into 
waves of panicky buying. As the 
panic turned out to have been a 
mistake, the new disequilibrium 
it created—on top of the “normal” 
disequilibrium, so to speak—had 


to be corrected. Which is what is 
taking place. 

As a matter of fact, we are not 
back to 1950—as yet. Inventories 
are still at or near all-time highs. 
Commodity prices, raw materials 
in particular, are still well above 
their June, 1950, averages. De- 
partment store sales are running 
just about on the pre-panic level, 
but the inventories-to-sales ratios 
still are uncomfortably high. The 
shaking-down of the panic-infla- 
tion has not been completed, and 
we have not returned as yet to 
the “normal” rate of inflation. 


Most likely, some more shak- 
ing-down may be ahead in the 
next few weeks or months. But 
where do we go from there? Are 
we to pick up the inflation thread 
where it was left on the eve of 
Korea? Or has, in the meantime, 
the expansion of productive ca- 
pacity and the frantic stocking-up 
brought about another disequilib- 
rium, this time in the deflationary 
direction? 

Common sense, on the surface, 
seems on the cautious consumer’s 
side. The construction boom is 
based, directly or indirectly, on 
military orders. It is understood 
by this time that a major war is 
not around the corner, not in the 
visible future. 
ther slow down the boom; the 
slump in textiles due to a 20% 
cut in military buying is ‘an il- 
lustration. If so, a great deal of 
painful readjustment would have 
to be swallowed, including sharp 
price wars, inventory liquidations 
and even shutdowns on a broad 
front. 

But is the relatively slow 
progress of armaments—$7 billion 
worth of military “hard goods” 
coming out in the first quarter 
of this year instead of $10 billion, 
as an example—due to “common 
sense” in Washington? Or is it 
also a political maneuver; to avoid 
shortages which might hurt the 
Presidential chances of pro-spend- 
ing candidates, with an after-elec- 
tion stepping-up to be expected? 

The talk about an impending 
depression or recession merely 
goes to show how little the under- 
lying forces are understood—and 
how strong the powers are which 
drive us into more inflation. In- 
deed, a modest slump in some 
private sectors of the economy has 
sufficed to move the inflation-in- 
terests into frenzied demands for 
fresh pump-priming. 


Defense Preparations Will Grow 


Defense preparations will grow 
further, to be sure. Military and 
foreign aid disbursements are 
“disappointing,” but they are 
more than 100% ahead of last 
year, and the $65 billion annual 
rate ought to be reached by early 
1953, if not before. Even if it 
should be stretched again, the 
impact need not be as depressive 
as it is often assumed. The spokes- 
men of impending doom—and the 
advocates of more pump-priming 
—overlook the fact that restrain- 
ing aramment expenditures could 
mean tax reductions. And how 
many domestic and international 
projects would be pulled out of 
governmental, municipal and cor- 
porate drawers once the pressure 
of military spending is relaxed? 
No one can foretell how business 
incentives and consumer attitudes 
might be affected. In view of the 
tremendous technological develop- 
ments under way, a reversal of 
the militaristic trend may spark 
a series of highly bullish chain 
reactions. 

Much will depend on the ability 
of business to adjust itself to a 
buyer’s market and to shake off 
the corruptive, easy-going non- 
chalance that befuddles manage- 
ment and salesmanship after a 
decade of unprecedented seller’s 


That should fur- _ 
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market. The debility of entre- 
preneurial self-reliance expresses 
itself in a patent shortage of mer- 
chandising ideas; requests for 
easier money, more subsidies and 
governmental orders reflect the 
defeatism of an over-taxed and 
over-administered capitalistic sys- 
tem, 

However, depression fears and 
prognostications are spreading, 
nourished by multiplying symp- 
toms of contra-seasonal market 
weaknesses, such as lagging auto- 
mobile sales. It is easily forgotten 
that the immediate outlook still is 
under the spell of the previous run 
into commodities and of other 
temporary distortions of the pic- 
ture (strikes!). A decade of un- 
paralleled prosperity has revolu- 
tionized the public mentality to 
such an extent that it now con- 
siders even a moderate correction 
of the most extravagant boom as 
a major calamity. It demands im- 
peratively that the correction 
should be rectified—the printing- 
press prosperity restored. 


Inflationary forces are on the 
verge of breaking out of their 
“slumber” on a broad front. The 
resistance against a fresh diluting 
of the currency is rapidly dis- 
integrating. While Europe, at long 
last, is making serious efforts to 
“disinflate” itself, we are prepar- 
ing to plunge this country—ulti- 
mately the whole world—into a 
new turmoil of vicious wage-price 
spirals. 

“Stabilization” serves as the 
phony pretext under which an un- 
inhibited Administration joins 
hands with the unions to break 
through the ramparts of a natural, 
self-normalizing process. Simul- 
taneously, new props are being 
put under sagging farm prices; the 
“parity” for soybeans, for example, 
is to be raised. And the planners, 
official or otherwise, are at work 
preparing colossal Make-Work 
programs, international Give- 


into-Riches projects. 

But how can wages and prices 
be bolstered in the face of con- 
sumer reluctance and softening 
markets (world-wide! )? 


Credit outpour is, of course, the 
answer. With all due respect to the 
Federal Reserve Board’s “back- 
bone” in (very timidly) standing 
up against the Treasury’s rigid 
bond-pegging policy—it has ac- 
complished nothing much so far, 
and it visibly weakens now. 

Instead of having stopped the 
monetization of the debt, the mi- 
croscopic raise of interest rates 
merely promoted the (very desir- 
able) shifting of bank portfolios 
from longer into shorter maturi- 
ties. Debt monetization actually 
has progressed throughout the 
“recession” year 1951, fully de- 
flating the naive claim of Senator 
Douglas that “higher” interest 
charges (and credit restrictions) 
were responsible for the business 
setback in the consumer sector. 
Outstanding Reserve Bank credit 
expanded by the huge amount of 
$2.8 billion, serving as a base for 
a parallel growth of bank loans 
and investments by nearly $10 
billion, and of the monetary vol- 
ume by $8.8 billion. The reflux 
that took place since the turn of 
the year is seasonal, though more 
pronounced than in previous 
years. 

It is perhaps even more signifi- 
cant that the volume of fresh 
corporate, individual and munici- 
pal debts keeps rising, too. Final 
figures for 1951 are not available 
as yet; they are not likely to come 
close to the all-time record of 
some $38 billion in 1950. But what 
transpires already, indicates that 
last year may turn out to have 
been history’s second “best” in the 
production of debts (other than 
federal) —the prime vehicle of 
bullish expansion — adding some 
$25 billion, at least, to the men- 
acingly mounting total of short 
and long promises to pay. 

Presently, one credit restraint 


after the other is being scrapped. 
—overa=ers bonds are “re- 
pegged,” for all practical pu 
though a bit less rigidly ies be 
fore. The ineffectual props to slow 
down the credit flood are being 
removed. Continued gold inflow 
also helps to increase the banks’ 
excess reserves and their lending 
capacity. Forthcoming budget def- 
icits may provide the proverbial 
last straw. All of which should 
explode — once again — the myth 
that goes by the name of Quan- 
tity Theory of Money: that the 
central bank controls the fluctua- 
tions of business and employment. 
In theory it could do so. In prac- 
tice it lacks both the foresight by 
which to go and the power to go 
by it. It instituted inflation con- 
trols a year ago—exactly when 
the boom was falling off. Now, 
it “relaxes” when foresight 
would dictate a wait-and-see at- 
titude, to say the least. It cannot 
do otherwise, being a political in- 
strumentality itself; and it makes 
little difference whether it is 
dependent on the Administration 
or on Congress. There is one cur- 
rency system only that is free 
from political interference: the 
automatic gold standard. It needs 
no “management” either. 


D. T. Gentry With 
Enpler, Guerin Co. 


DALLAS, Tex.—David T. Gentry 
has become an associate of Eppler, 
Guerin & Turner, with home of- 
fices in the Reserve Loan Life 
Building, Dallas, John W. Turner, 


President of the firm, has an- 
nounced. 

Formerly associated with Rau- 
scher, Pierce and Company, Mr. 


Gentry, who served in the U. 5S. 
Marine Corps during World War II, 
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John Germain, V.-P. 
Of Stanley Pelz Go. 


a 7. 








~ 


Jack Germain 


Stanley Pelz & Co. Inc, & 
Broadway, New York City, anm— 
nounce that John P. Germain has 
been elected a Vice-President of 
the corporation. Mr. Germam 
was formerly with J. Arthur War- 
ner & Co. Inc. for many years. 


J.T. Skelly Joins 
Doremus in Phila. 


PHILADELPHIA, Pa.— Dore~ 
mus & Co. announces that John Ty 
Skelly has become associated with 
their Philadelphia office, 1518 
Walnut Street, in charge of public 


relations. Mr. Skelly was for— 
merly a member of the PhiladeJ— 
phia staff of the “Wall Street 
Journal” and had been associated 
with the financial news depari-— 
ment of the Philadelphia “In- 
quirer.” 


Dempsey-Tegeler Adds 


(Special to THe Financiat CHronicre) 
LOS ANGELES, Calif—Alvin 
Freeman has become connected 


recently returned from Marine with Dempsey-Tegeler & Co., 210 
Away and other Spend-Ourselves- Corps duty in Korea. 


West Seventh Street. 




















POND CREEK REPORTS FOR 1951 





Tons of Coal Produced: 


Deduct: 


Net Profit 





Dividends Paid 
Per Share of Capital Stock: 
Net Profit 
Dividends Paid 


Working Capital: 


Current Assets 
Current Liabilities 


EXECUTIVE OFFICE: Huntington, W. Va. 
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THE YEAR AT A GLANCE 


Pond Creek—West Virginia Mines 
Pond Creek—Kentucky Mines_-_- 
Marianna—West Virginia Mines_- 


Earnings Before Depletion, Depre- 
ciation and Taxes_____---- 


Depletion and depreciation 
Taxes of All Kinds_-_-~---~-~-~- 


Expended for Property ___-_-- 


Taxes of All Kinds_-_-_----~- 


Net Current Assets_-_-- 


Number of Stockholders__~-~- 


POND CREEK POCAHONTAS COMPANY 























1951 1950 
2,056,689 1,438,266 
959,816 674,747 
448,377 348,618 
cbtnne 3,464,882 2,461,631 
ceiincsinan $ 5,193,560 $ 5,247,752 
emmniinbiiaie 817,636 546,942 
a 1,811,383 2,073,876 
ve $ 2,629,019 $ 2,620,818 
nb aaes $ 2,564,541 $ 2,626,934 
pias $ 1,665,916 $ 3,301,139 
a $ 1,357,936 $ 1,357,936 
ever $7.55 $7.74 
eceniaaitl 4.00 4.00 
Sonecien 5.34 6.11 
pnaiiagenss $ 6,771,208 $ 5,919,788 
cicada 3,487,061 2,936,802 
wee Teeee $ 3,284,147 $ 2,982,986 | 
seceinees 1,534 1,462 
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Conflicting Trends in the 
American Economy 


though the recession of 1949 
brought about a drop in invest- 
ment and in personal incomes, 
personal consumption e x pend- 
itures (when adjusted for seasonal 
influences) did not drop at all, 
except for a negligible decrease of 
seven-tenths of 1% between the 
last quarter of 1948 and the first 
quarter of 1949. Throughout the 
rest of the recession, personal 
consumption expenditures con- 
tinued to rise in the face of falling 
income after taxes. 

In the first half of 1950, all 
parts of the economy began simul- 
taneously to expand —in other 
words, the overall business cycle 
returned. This general expansion 
was greatly accentuated by the 
outbreak of fighting in Korea. 
But this state of affairs did not 
last long. In March, 1951, to the 
surprise of everyone, divergent 
movements again began to appear. 
Private expenditures on plant, 
equipment, and inventories and 
government expenditures on de- 
fense continued to rise. So did 
personal income after taxes, but 
outlays on consumer goods 
dropped sharply. Several months 
later, expenditures on inventories 
also began to drop rapidly. 


As a result of the divergent 
movements that began in March, 
1951, the boom that had been 
greatly accentuated by the fight- 
ing in Korea came to an end and 
has been followed by a period of 
stability. Between March, 1951, 
and March, 1952, wholesale prices 
dropped about 4%; the consumer 
price index rose less than 2%; the 
index of industrial production 
scarcely changed; and civilian em- 
ployment dropped about 1%. Un- 
employment, however, is less than 
a year ago. 

Inspection of the present cycli- 
cal position of the American econ- 
omy shows that some parts of the 
economy are in the phase of ex- 
pansion, some in the phase of con- 
traction, some are apparently near 
a cyclical peak, and some seem to 
be near a cyclical trough. Let us 
look at the cyclical position of the 
several parts of the economy: 


(1) Investment in private plant 
and equipment: These expend- 
itures seem to be close to the 
cyclical peak. Business concerns 
plan to spend more on plant and 
equipment in the second quarter 
of 1952 than in the first, but their 
plans indicate a small drop in the 
second half of the year. Hence 
this part of the economy is close 
to a cyclical peak. 


(2) Expenditures on inven- 
-teries: The increase in inventories 
has dropped from the record- 
breaking rate of over $15 billion a 
year in the second quarter of 1951 
to virtually no increase at the 
present time. In some industries 
part of demand is being met out 
of inventories, but this cannot 
continue for long. Consequently, 
with respect to expenditures on 
inventories, the economy is close 
to the bottom of a cyclical trough. 


(3) Expenditures on consumer 
goods: These outlays dropped 
sharply between the first quarter 
of 1951 and the second quarter, 
but they have been slowly in- 
creasing ever since. The rise in 
consumer spending has been con- 
fined to non-durable goods and 
services. The outlays for durable 
goods have been drifting slowly 
downward. 

The future volume of consumer 
expenditures will depend upon 
(1) the size of personal incomes 
after taxes, and (2) the conditions 
that determine the proportion of 
ineomes after taxes that is spent 
for consumer goods. Personal in- 
comes after taxes will continue to 
rise, partly because there will be 


a small increase in the volume of 
employment and partly because 
the movement of wage rates is up- 
ward. The proportion of incomes 
after taxes that is now being spent 
for consumer goods is apparently 
below normal and may be ex- 
pected to rise. In fact, it has been 
slowly rising since the third quar- 
ter of 1951—having increased 
from 90.8% in the third quarter of 
1951 to 92.3% in the first quarter 
of 1952. The annual rate of in- 
come after taxes increased about 
$1.6 billion between the third 
quarter of 1951 and the first quar- 
ter of 1952, but the annual rate of 
consumption expenditures in- 
creased by more than three times 
this amount—namely by an annual 
rate of $5.0 billion. The annual 
rate of personal net saving 
dropped by $3.3 billion. 


Consumers, however, are in a 
cautious mood, and no large or 
vigorous growth of consumer 
spending is in prospect for 1952. 
The preliminary report of the 
Federal Reserve survey of con- 
sumeer plans for spending and 
saving shows that about six in 10 
consumers believe the present to 
be a bad time to buy. This pro- 
portion is slightly larger than it 
was early in 1951. It is interest- 
ing to notice that high prices are 
the chief reason advanced for the 
belief that the present is a bad 
time to buy, but that six in every 
10 consumers expect prices to rise 
slightly higher during the year. 
In other words, most consumers 
do not regard buying in anticipa- 
tion of still higher prices as a 
good reason for making purchases 
now. Increases in income during 
1952 are expected by about four 
in 10 consumers and decreases by 
about one in 10. The proportion 
of people expecting prices to rise 
is considerably larger than the 
proportion expecting increases in 
income. 

My conclusion is that with re- 
spect to consumer expenditures 
the economy is in a phase of re- 
vival, but the revival in 1952 will 
not be vigorous. 


(4) Expenditures on Residential 
Building: These outlays are at an 
annual rate of about $10 billion— 
down from a peak of an annual 
rate of $13.7 billion in the third 
quarter of 1950. The demand for 
housing is still large, but spending 
in this field has been limited by 
credit restrictions and shortages 
of materials. Most materials will 
probably be more abundant than 
seemed likely several months ago. 
The Federal Reserve survey of 
consumer plans for spending in- 
dicates that the number of con- 
sumers with fairly definite inten- 
tions to buy new houses is only 
slightly less than last year. Fur- 
thermore, the number planning to 
buy new houses in 1953 is about 
as large as the number in 1952. 
Consequently, new dwelling starts 
in 1952 will not be much below 
the 1.1 million starts in 1951. Per- 
haps they will be as high as one 
million. In other words, the econ- 
omy with respect to the purchase 
of housing seems to be in the 
phase of slow contraction, but 
probably close to the bottom of the 
trough. Indeed, the March figures 
on new housing starts suggest that 
the contraction phase in the pur- 
chase of houses may now be over. 

(5) Expenditures of State and 
Local Governments: These have 
been rising year after year and 
will probably continue to rise be- 
cause the compensation of public 
employees is increasing, restric- 
tions imposed on borrowing by 
state and local governments under 
the “voluntary” credit restraint 
program have unfortunately been 
removed, and public construction 


programs will be less limited by 
scarcities of materials than seemed 
likely several months ago. 

(6) Defense Expenditures: De- 
fense spending, which rose about 
67% between January 1951 and 
June 1951, increased only about 
12% between June 1951 and March 
1952. The slow growth in defense 
outlays in the last nine months 
is responsible for many of the 
economic conditions that have 
puzzled business men. Defense ex- 
penditures will continue to grow, 
but their rise will be limited by 
difficulties in freezing designs and 
by the reluctance of the military 
to order large quantities of equip- 
ment that will soon be obsolete. 
Consequently, I do not believe that 
defense outlays (including foreign 
military and economic aid and 
atomic energy) will rise as rap- 
idly as Mr. Truman forecast in his 
budget message. He expressed the 
belief that they would be at an 
annual rate of $65 billion by the 
end of the year. In the first 
quarter the annual rate of these 
outlays was still below $48 billion. 
My guess would be an annual rate 
of slightly less than £50 billion by 
the end of the year. Furthermore, 
I do not believe that these ex- 
penditures will rise much above 
$60 billion a year during 1953 un- 
less new and serious foreign crises 
develop. At any rate, as far as 
defense expenditures are con- 
cerned, the economy is in the 
phase of expansion. 


II 

What does this analysis of con- 
flicting trends in the American 
economy indicate about the move- 
ment of production and .employ- 
ment during the remainder of 
1952? The fact that different parts 
of the economy have different 
cyclical positions gives good rea- 
son to expect that any net move- 
ment will be strongly tempered 
by opposing trends and therefore 
will not be violent. Expansion in 
defense spending and in consumer 
buying will be tempered by a con- 
traction in outlays On plant and 
equipment; the drop in expendi- 
tures on plant and equipment will 
be tempered by the expansion of 
defense spending and consump- 
tion. 

My belief is that during the rest 
of 1952 the influences making for 
expansion will be stronger than 
those making for contraction. Even 
though the rise in defense expen- 
ditures is moderate, it will exceed 
the drop in outlays on plant and 
equipment during this year. Per- 
sonal incomes, as I have pointed 
out, will continue to rise, partly 
as a result of moderate growth in 
employment and partly as a result 
of higher wage rates. The rise in 
personal incomes will not be offset 
by higher taxes. Mr. Truman has 
estimated that the cash outlays of 
the government in the next fiscal 
year will..exceed its revenues by 
$10 billion. I believe that his esti- 
mate of the cash deficit is high, 
but cash expenditures will exceed 
receipts by at least $5 billion. With 
personal incomes after taxes 
rising, outlays on consumption will 
continue to expand. 

The fact that outlays for con- 
sumer goods are low in relation 
to personal incomes after taxes 
suggests the possibility that infla- 
tion might be touched off in the 
near future by a substantial jump 
in the demand for consumer goods. 
This possibility seems to me to be 
remote. The growth in personal 
consumption spending will be 
limited by the strong disposition 
on the part of consumers to post- 
pone their purchases of many 
kinds of goods, particularly auto- 
mobiles and durable household 
goods, until the end of shortages 
of materials and equipment per- 
mits manufacturers to offer goods 
of better design and quality. 


What about 1953? Expenéitures 
on defense are likely to devel off 
in that year. If outlays on plant 


The Commercial and Financial Chronicle 


and equipment drop, will there be 
a recession? It is too early to say 
very much about 1953. Certainly 
a levelling off in defense expendi- 
tures is to be expected — unless 
there are new crises abroad. And 
a moderate drop in outlays on 
plant and equipment is likely. I do 
not believe that the drop in these 
outlays will be large. One reason 
for this belief is that technological 
progress in industry is rapid and 
is creating a demand for new 
equipment. Another reason is that 
the defense program has forced 
some postponement of investment 
in non-defense industries. 

The large backlog of needs for 
public improvements will proba- 
bly cause expenditures by state 
and local governments in 1953 to 
be larger than in 1952. Outlays on 
housing will probably increase. A 
moderate drop in the high rate of 
saving and a small rise in spending 
for consumer goods is probable. 
I do not believe, however, that 
industry will be ready as early as 
1953 to offer the new and im- 
proved goods that will be neces- 
sary to induce large increases in 
experditures on consumption. 


This analysis indicates that the 
offsetting trends which have been 
characteristic of the economy dur- 
ing much of recent years will 
continue into 1953. The analysis 
also suggests that, if there is a 
recession in 1953, it will be quite 
mild. There is a good possibility 
that the increase in expenditures 
by state and local governments, 
and in outlays on housing, com- 
mercial construction, and per- 
sonal consumption will more than 
offset any drop in outlays on plant 
and equipment. But the mere fact 
that the demand for goods may 
be greater in 1953 than in 1952 
does not assure that the increase 
in demand will sufficient to absorb 
the growth in the labor force and 
to prevent a rise in unemploy- 
ment. 

IV 


Many people are deeply dis- 
turbed lest the transition from 
the build-up of armaments to the 
maintenance of armaments pro- 
duces a more or less severe reces- 
sion. The problem of this transi- 
tion is an important one. Let us 
examine its nature briefly. 


It is difficult to formulate the 
problem in precise terms because 
one does not know when the drop 
in.defense spending will come or 
how large it will be. During the 
last year expectations about the 
time and size of the shift from 
armament build-up to armament- 
maintenance have undergone sub- 
stantial changes. Last August the 
staff of the Joint Committee on 
the Economic Report assumed that 
defense expenditures would reach 
a peak of about $65 billion in the 
fiscal year 1953, and would then 
decline for the following three 
years to about $40 billion in the 
fiscal year 1956.1 In February 
1952, the staff of the Joint Com- 
mittee assumed that the peak of 
defense -expenditures would come 
am the fiscal year 1954, and would 
be about $69.5 billion. In the first 
year after the peak, defense ex- 
penditures were expected to drop 
by about $6 billion.2 Mr. C. E. Wil- 
son, in his report on the defense 
program for the first quarter of 
1952, assumes that there will be a 
plateau of defense expenditures of 
about $60 billion for the calendar 
years 1953 and 1954. I have al- 
ready indicated that I believe that 
defense expenditures will level 
off at about $60 billion in 1953. 
In the absence of important 
changes in international relations, 
they will not increase in 1954. 
This belief is based upon the rapid 
development in the technology of 
war. As I have indicated, changes 


1 Senate Report No. 644, 82nd Con- 
gress, Ist Session, p. 35. The expendi- 
tures. for military functions and for for- 
eign aid assumed by the staff for the 
fiscal year 1953 were $63.5 billion and 
for the fiscal year 1956 were $39 bil- 
lion. To this should_be added an amount 
somewhat between $1 billion and $2 bil- 
lion for atomic energy. 

2 Senate Report No. 1295, 82nd Con- 
gress, 2nd Session, p. 60. 
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in technology make it difficult to 
freeze designs and also limit the 
size of orders for any given piece 
of equipment. 

The near-term drop in defense 
outlays is difficult to estimate. 
These outlays may well remain as 
high as $50 billion a year for some 
time. Progress in the technology 
of war will limit the ultimate 
drop in defense expenditures just 
as it limits the rise. No real main- 
tenance level of outlays will ever 
be reached. Each year there will 
be much new and expensive 
equipment that the armea services 
will need to have in order to be 
up-to-date. This fact is illustrated 
by present conditions. Today the 
United States owns huge quanti- 
ties of military equipment that are 
obsolete or that will soon be ob- 
solete. For example, the present 
B-36 bombers, which have a speed 
of only 450 miles an hour, are ob- 
solete. The present aircraft car- 
riers are said not to be suitable 
for the new planes because their 
decks are not strong enough. Fur- 
thermore, much of the new equip- 
ment that is on order will soon be 
obsolete. The advent of the 
atomic-powered submarine will 
make the present submarine fleet 
obsolete. 

If relations with Russia and 
China can be gradually ithproved 
in the course of time, a large drop 
in defense expenditures may ulti- 
mately be possible, but at present 
the prospect for better relations 
with Communist countries seems 
remote. Hence, no large and 
abrupt drop in defense spending 
seems likely. The slide-off that 
begins in 1954 or 1955 will be 
slow and it will not go very far. 
Indeed, if the rapid improvement 
in weapons continues, as it prob- 
ably will, defense expenditures 
cannot be expected to drop much 
below $50 billion a year. 

When the drop in defense 
spending begins, there will be im- 
portant new sources for the de- 
mand for goods. Investment in in- 
dustrial plant and equipment will 
undoubtedly be large. Although 
the defense program has inter- 
rupted the training of many 
young scientists and engineers, it 
has stimulated the development of 
technology in many ways. It 
makes insistent demands for 
metals that can withstand intense 
heat; it requires that parts be 
made to new standards of accu- 
racy; it demands the production 
of more minute parts than indus- 
try has ever made; it accelerates 
the substitution of electronic con- 
trols for mechanical controls; and 
it brings about the making of 
more reliable electronic equip- 
ment than has ever before been 
produced. The advances that are 
now occurring in technological 
“know-how” mean changes in 
methods of production, changes 
in the design of. goods, and the 
development of new kinds of 
goods. All of these developments 
will provide demand for indus- 
trial plant and equipment, espe- 
cially equipment. 

The drop in defense expendi- 
tures will see some rise in out- 
lays of state and local govern- 
ments because states and cities 
have been accumulating a large 
backlog of needs. The large in- 
crease in the number of children 
of school age will require many 
additional schools. More than half 
of the country’s major highways 
are over 15 years old and are not 
adapted to modern traffic condi- 
tions. The inadequacy of present 
highways has been greatly ag- 
gravated by the enormous in- 
crease in the number of cars— 
passenger cars have _ increased 
from 27.4 million in 194) to 40.2 
million in 1950 and trucks from 
46 million to 8.3 million. Large 
expenditures on roads, bypasses, 
bridges. grade separations, are 
inevitable. 

Most cities have neglected to 
expand their water supplies to 
keep pace with the growing de- 
mand for water. The consumption 
ef water has been growing, part- 
ly because of the rise in its use 
by industry as the output of goods 








has expanded, and partly because 
greater domestic use has been en- 
-couraged by the great increase in 
the number of water heaters. and 
in the number of cars to be 
washed. and by the growing vogue 
of gardening. The country is also 
becoming aware that it has been 
polluting its streams and that its 
sewerage systems are either in- 
adequate or out-of-date. 


The principal reason for believ- 
‘ing that the drop in defense 
spending will not produce a severe 
‘recession is that individuals to- 
day are not spending a normal 
part of their incomes on consum- 
er goods. Perhaps we do not know 
what ratio of expenditures for 
consumer goods to personal in- 
comes after taxes is “normal,” 
but the present ratio is low by 
past standards. Certainly the pres- 
ent high rate of personal savings 
is encouraging because the more 
the consumers save now, the more 
they will be able and willing to 
spend later on. Consequently, the 
present high rate of saving makes 
for future stability of the econ- 
omy. It would be unfortunate to 
see the present high rate of sav- 
ing cut in the near future by of- 
fering consumers inducements to 
go heavily into debt. When indi- 
viduals return to their more or 
less normal habits of spending, 
‘the demand for consumer goods 
will rise by about $10 billion a 
year. 


Vv 


This review of the prospects of 
the American economy should not 
conclude without a brief notice of 
important recent changes that will 
affect long-term trends in the 
economy. Some of the changes 
are deflationary; others are infla- 
tionary. 

There are three important new 
deflationary influences: high tax 
rates, the great increase in indebt- 
edness since 1946, and the rapid 
spread of private pension plans. 
The high tax rates assure that a 
large part of any increase in cor- 
porate profits or personal incomes 
will go to the government. Cor- 
porate indebtedness has increased 
from about $85 billion at the end 
of 1945 to around $145 billion at 
the end of 1951, and noncorpo- 
rate .debt from $55 billion to 
around $115 billion. The large an- 
nual repayments on these debts 
will, of course, be deflationary. 
The premium payments into the 
rapidly increasing private pension 
plans now exceed benefit dis- 
bursements by about $1.8 billion 
to $2.0 billion a year and are an- 
other powerful deflationary in- 
fluence. 


There are also powerful infla- 
tionary influences. The two most 
important are growth of popula- 
tion and the growth of industrial 
research. Population is growing 
much faster than had bev.) antici- 
pated — in fact, the country al- 
ready has as many people as the 
Census in 1945 estimated it would 
have in 1965! It now appears that 
the increase in population be- 
tween 1250 and 1960 will be about 
24 million in comparison with 19.5 
million ir the decade of the °40s, 
and 9 million in the decade of the 
’30s. Repid population growth is 
compelling local and state govern- 
ments to make large increases in 
expenditures on schools, hospitals, 
roads, water supply, and sewerage 
disposal. 

More important of all is the 
amazing growth of industrial re- 
search — a development, in the 
main, since 1920, and especially 
since 1930. The number of profes- 
sional workers in research labo- 
ratories today is nearly five times 
as large as in 1930, and outlays on 
research have risen even faster. 
Today the government is spend- 
ing about $1.3 billion a year on 
research and industry is spending 
nearly $13 billion a year. The 
demand for scientists and engi- 
neers is increasing so rapidly that 
it is creating a serious shortage 
of teachers to train scientists. The 
shortages are being aggravated by 


the stupid personnel policies of 


the armed services. These poli- 
cies are a threat to the country’s 
security. The expansion of indus- 
trial veseareh is bringing about a 
near revolution in the American 
economy. It means that American 
industry today has a capacity to 
discover new investment oppor- 
tunities and to offer consumers 
new and better goods which 
would have been undreamed of 
30 years ago. Furthermore, the 
American economy is unique 
among the economies of the world 
in its use of industrial research. 

The growth of industrial re- 
search means that the conceptions 
of the economy that have been 
prevalent among economists are 
not realistic. It has been usual 
for economists to assume that 
most investment is determined by 
changes either in the total volume 
of spending in the economy or 
by changes in the volume of ex- 
penditures for consumer goods. 
Thus, a rise in expenditures would 
produce a given amount of invest- 
ment which, in turn would bring 
about a given rate of expenditure. 
The rise of industrial research, 
however, means that most invest- 
ment expenditures are indepen- 
dent of changes in the total vol- 
ume of spending in the commun- 
ity. The development of new 
products leads to the discovery of 
unsaturated markets. It is the 
size of these new markets opened 
up by technological discovery 
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rather than the changes in either 
the total volume of spending or 
the volume of spending for con- 
sumer goods that determines the 
volume of investment. All of this 
means that the economy has ac- 
quired an irnfportant new capacity 
to grow. 

The investment opportunities 
created by technological research 
will in most years exceed the sup- 
ply of investment-seeking funds 
provided by corporate and per- 
sonal savings and pension funds. 
Part of these investment oppor- 
tunities will be financed by cred- 
it. This will permit the money 
supply to increase about as rapid- 
ly as the productive capacity of 
the country. Hence, technological 
progress will not create unem- 
ployment. On the contrary, it will 
enable the economy to generate 
demand for goods as fast as it 
raises its capacity to produce. 

If output per manhour grows at 
the rate of 2.5% per year, as it 
has been doing in recent years, if 
the ratio of the labor force to the 
population of 14 years of age or 
more remains the same as it is to- 
day, if the unemployment rate is 
5%, and if there is a continued 
slow drop in the length of the 
work week, the net national prod- 
uct will grow by nearly 30% be- 
tween 1951 and 1960. This will 
bring the net national product in 
1960 up to only a little short of 


$400 billion. 





Impact of Foreign Developments 
On Business Conditions in the U.S. 


be confident of an improvement 
in the new order trend in the 
last six to nine months of the 
year. 

This discussion of business pros- 
pects can be summed up quite 
briefly. 

Last year’s recession, which 
carried over into the first quarter 
of this year, should not have sur- 
prised us, since it was a natural 
reaction following the excesses of 
late 1950 and early 1951. 


This recession was uneven, af- 
fecting soft lines and consumers 
goods industries more than others. 

Despite local unemployment in 
mass production areas, which de- 
veloped this Spring, the trend of 
employment and payrolls has gen- 
erally been satisfactory. 


Consumers in 1950 over-bought, 
and in 1951 they under-bought, 
paying off old debts and increas- 
ing their savings. We can probably 
guess safely that the attitude of 
consumers in 1952 will fall some 
place between these extremes, 
that a bigger proportion of their 
income will go into expenditures 
than it did last year, but not as 
much as in 1950. 

New orders in most industries 
will make a much better showing 
during the next nine months than 
they have during the past nine 
months. 


Price Trends 


Since you are purchasing agents, 
my talk would be incomplete if 
I said nothing about price trends. 
Here, too, I expect a stronger 
showing in the last six to nine 
months of the year than we have 
had so far. 

Chief depressing influences, it 
seems to me, have been as follows: 

(1) The lag in new orders. 

(2) The big first quarter Fed- 
eral surplus, which very fre- 
quently pinches businessmen and 
individuals for cash and has a 
deflationary effect on speculative 
markets. 

(3) Less active buying by the 
government, imcluding purchases 
in world markets. 

(4) Economic difficulties in 
many foreign vjcountries, which 


have led to new austerity pro- 
grams and reduced purchases in 
world markets. 


Of these factors, I have already 
pointed out that I expect an im- 
provement in the first, that is the 
trend of new orders. 


The second factor, the first 
quarter Federal surplus, is al- 
ready a thing of the past. 


With respect to the third factor, 
government commodity purchases 
in world markets, an improve- 
ment is also likely. Foreign as- 
sistance can be given in a number 
of ways, in dollars, in defense 
orders placed abroad, in material 
purchases that will strengthen 
world markets, etc. I suspect that 
the more direct foreign aid is cut 
by Congress, the more we will 
have of some of the less direct 
forms. 


The fourth factor actually is 
less important for raw materials 
than it is for finished items, par- 
ticularly finished items produced 
by the United States. Moreover, 
in many of these foreign coun- 
tries there has also been a reduc- 
tion of commodity inventories, 
and a more favorable trend of 
buying seems likely. 

However, we should not mini- 
mize the shakiness of the economic 
situation in Western Europe and 
in many other areas. This element 
of instability will continue to 
overhang world markets during 
the remainder of the year, and 
possibly longer. 

From a longer-term viewpoint 
I must emphasize prospects of 
continuing inflation, even though 
the advance in the general price 
level is moderate. We can certain- 
ly look forward to some Federal 
deficits in the next few years. 
In addition, many economists be- 
lieve, and have strong support for 


their belief, that taxes in excess 
of 25% of the nation’s income 
always lead to inflationary de- 
velopments, even if the budget is 
balanced. 25% seems to be the 


point beyond which incentive de- 
clines, efficiency goes down and 
costs go up. And in this country 
we have already passed that limit 
point. 
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If We Had More Like Him! 


“If we cannot balance the budget in this day of 
high prosperity, I ask you: When can we balance 


it? 





Harry F. Byrd 


Are conditions going to be better next year, 
or the following year? 


If we deliberately start 
another prolonged period of 
deficit spending, will we ever 
balance the budget again? The 
question cannot be answered 
until after the election of the 
next President of the United 
States. 

“Only a strong and very de- 
termined President who has the 
conviction that the foundation 
stone of democracy is the main- 
tenance of the national credit 
and a sound currency, can bring 
stability to our Federal fiscal 
jungle. 


“Whether that man be a Democrat or a Repub- 


lican, if he stands 


firmly on this principle, Amer- 


icans everywhere will rally to his support! 
“As a Senator, in the event of my re-election, I 


would support in 


the Senate such a President 


whether he be a Democrat or Republican to the 
utmost of my capacity in all efforts to restore our 
Government to sound principles.’”—Senator Harry 


F. Byrd. 


We have too few, not too many, Byrds in 


Congress. 





With Remer, Mitchell 


(Special to THe FinanciaAL CHRONICLE) 


CHICAGO, Ill.—Arthur Stevens 


With Standard Inv. Co. 


(Special to THe PrnanciaAL CHRONICLE) 


PASADENA, Calif—James C. 


has become associated with Remer, 
Mitchell & Reitzel, Inc., 208 South 
La Salle Street. Mr. Stevens was 
formerly with the Midwest Stock 
Exchange. 


Flanagan has become connected 
with Standard Investment Co. of 
California, 87 South Lake Avenue. 
He was formerly with Hill Rich- 
ards & Co. 
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THE YEAR AT A GLANCE | 
1951 1950 ! 
1] Tons of Coal Produced | 
i“ By Island Creek Mines__-_-_--- 7,703,857 6,164,661 
ay SINGGS . .oachscdampdeasee 1,298,766 1,198,777 
OE REE PS. 9,002,623 7,363,438 | 
Earnings Before Depletion, De- } 
preciation and Taxes_____---~- $11,528,520 $10,508,709 | 
Deduct: } 
Depletion and Depreciation_-- 1,970,423 1,320,077 
Tawes of All Bings......<«<«s 3,852,728 4,107,492 | 
ye eg et ec all eRe Ee $ 5,823,151 $ 5,427,569 
Fe a ce ee $ 5,705,369 $ 5,081,140 WH 
Expended for Property__.__---- $ 1,105,378 $ 1,037,058 
Dividends Paid 
On Preferred Stock... ----- $ 151,614 $ 151,614 
On Common Stock_-----.----- 3,563,190 3,563,190 ' 
hey wid Shep tdts achl $ 3,714,804 $ 3,714,804 | 
Per Share of Common Stock | 
I a as wer © $4.67 $4.15 
Dividends Paid —_-_--- ob ieiabinatin 3.00 3.00 | 
yo GE | ee 3.24 3.46 
Working Capital i 
oe $20,863,150 $18,118,133 
Current Liabilities ..........<« 5,759,865 6,045,866 
Net Current Assets___.--- $15,103,285 $12,072,267 
Number of Stockholders 1 
i 504 500 | 
Coase 3. ceed ai cdc aoe 6,146 5,480 i 
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Atlantic City Electric Company 


Atlantic City Electric Company serves electricity to 348 com- 
munities in the lower one-third of the State of New Jersey, with 
an estimated population of 455,000. The business is virtually all- 
electric, steam and hot water service accounting for less than 1% 
of revenue. 

The Atlantic City division contributes about 23% of total rev- 
enues and other resort areas about 12%, so that nonresort business 
accounts for nearly 65% of revenues. The proportion of resort 
business has declined from 45% of revenues before the war to the 
present 35%, and is expected to drop to 30% by 1955. However, 
resort business is valuable in that it diversifies the load and gives 
the company a summer sales peak, about equaling the winter peak. 
Atlantic City obtains most of the national convention business, and 
its hotels and convention hall are in fine condition. 

The agricultural zone shows continued growth, with 99% of 
the farms in the area serviced (there are no REA co-ops). Aver- 
age farm use is now at 4,454 kwh. per annum, an increase of 59% 
in five years. Industrial business is gaining rapidly, more new 
industries having located in the territory in the past two years 
than in the previous decade. Continued growth seems assured by 
current inquiries from industrial companies as well as by the 
potential increase in steel business, the opening of new bridges, 
turnpikes and parkways, etc. ‘ 

The 26 new industries locating in the territory last year re- 
sulted in the employment of approximately 1,700 added persons 
with over $5% million in payroll. Eight new industries have 
plants under construtcion and 15 have purchased sites for plant 
construction. The greatest growth in the area will be in the in- 
dustrial section along the southern New Jersey Delaware River 
Valley. Industrial customers, by classes, are weli diversified and 
at present are of the staple class—food processing, chemicals, and 
glass. No one customer accounts for more than 2% of total rev- 
enue. 

Annual use of service by domestic customers at the end of 
1951 averaged 2,157 kwh.—about an 11% increase over the previous 
year and 8% above the industry average of 2,004 kwh. It is esti- 
mated that by 1955 residential usage will have grown to 3,000 kwh. 

Some time ago a forecast was made by President England that 
completion of the Delaware Memorial Bridge and the New Jersey 
Turnpike would mean the addition of some 4@000 new homes in 
the area by 1955. Traffic over the turnpike is now at a volume 
equal to that forecast for 1960. In the year 1951 about 7,000 new 
customers were added to the company’s lines, bringing the total 
number served to 167,000. This year the same growth trend is 
expected, plus an additional 6,000 customers from the acquisition 
of the Millville Electric Light Company. There seems to be no 
doubt but that the company will easily reach the 40,000 estimate. 

Studies of the population growth in the area served show an 
estimated population of 671,000 in 1960, and based on this estimate 
the number of customers served is expected to rise to 239,000 
by that time. Sales in 1960 are expected to be more than twice as 
much as in 1951; the 1960 peak load for the resort section alone 
may be more than for the entire territory in 1951. Net system 
capacity in 1954 will have increased 260,500 kilowatts—more than 
double tliat of 1945-—it is forecast. 

The growth in revenues, and the common stock record, have 
been as follows in recent years: 

Revs. —————_Common Stock Record 
Earnings Dividends Price Range 
+$1.65 $1.30 24 —18 
65 1.20 22 —18 
1.20 19 —15 
1.20 18%4—14% 
, 20 4%2—15 
% 


Year 


az: 
me 
% 


*All stock was owned by American Gas & Electric. 
TBased on average shares, $1.70. 


Share earnings for the 12 months ended March 31 were $1.70 
compared with $1.67 in the previous 12 months. For the calendar 
year 1952 they are estimated at $1.80 by President England. They 
can rise to $2 before EPT will probably be encountered. 

This year’s financing needs will total about $9 million; the 
recent bond issue realized $4,620,000 of this, and the balance of 
some $4 million will probably be obtained through a preferred 
stock issue sometime this fall. In 1953, debt financing of about 
$3 million is anticipated. (At the annual meeting of the company 
a few weeks ago, stockholders voted to increase the allowable per- 
centage of unsecured borrowing from 10% to 20%, providing 
greater flexibility in financing.) In 1954 approximately $7 million 
will be required more than the cash generated within the com- 
pany. The method of financing is difficult to forecast, but will 
probably include a common stock issue. 





Canadian Correspondents . Securities Nat’! Corp. 


Baker, Weeks & Harden, mem- 


bers of the New York Stock Ex- 
change, announce that Crabtree & 
McLaughlin of Montreal have be- 
come the firm’s Canadian corre- 
spondents. 


Gerard H. Alberts, Partner 
In C. A. Alberts Co. 


C. A. Alberts & Co., 31 Nassau 
Street, New York City, have ad- 
mitted Gerard H. Alberts as a 
general partner in the firm as of 
May 1. 


JERSEY CITY, N. J.—Securities 
National Corp. has been formed 
with offices at 15 Exchange Place. 
Officers are S. Posner, President, 
and Barbara Posner, Secretary- 
Treasurer. 


Military Inv. Service 
COLUMBIA, S. C.—The Mili- 
tary Investment Service has been 
formed with offices at 234 Ponte 
Vedra Drive to engage in the se- 
curities business. Bardy L. Tante 
is a principal of the firm. 
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A Plea for Increasing Bank Capital 
By Issue of Preferred Shares 


ignore the authorities, or he can 
consider withdrawal from the 
banking business. He may then 
sell his shares in the market. Or, 
he will undoubtedly approve pro- 
posals for sale or merger if he is 
fortunate enough to be given the 
opportunity to vote on such a pro- 
position. 


More Bank Capital Needed 


I have discussed these matters 
with bank officials who are ad- 
mittedly in a quandary. In the 
banking world, it is generally rec- 
ognized that more capital is nec- 
esssary. Managements are aware 
of their obligations to stockhold- 
ers as well as to depositors and 
borrowers. Existing conditions 
make it increasingly difficult for 
bankers to justify the investment 
of their stockholders. 

The problem is difficult and 
urgent. There is no time to be 
lost. The banking authorities 
should publish the reasons behind 
their reservations against pre- 
ferred capital for banks. Banks 


and their stockholders have a 
right to know why the authorities 
are so hesitant. If these authori- 
ties believe that issuance of pre- 
ferred stock requires special safe- 
guards, they should say so. Under 
the circumstances, any reasonable 
protective limitation would be 
readily accepted by the banking 
community. 

Today we are in a period of the 
greatest credit demand, a time of 
major improvement in basic in- 
terest rates. The business of banks 
is at record levels. Yet their earn- 
ing power is low and stockholders 
suffer. Trapped by the attitude 
of the authorities, they have no 
recourse but to undermine their 
own investment, or dispose of it 
at a sacrifice. 

One banker, especially con- 
cerned with the problem, asserted 
that it verged on “property sei- 
zure.” Where shareholders, so be- 
set with uncertainty, are “frozen 
in” and required to hold a secur- 
ity, he declared, there can be no 
free enterprise. 
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How to Improve Public 
Debt Management 


the rise the debt brought about 
in money, and to explore possible 
reasons. 


The Significance of the Public 
Debt and the Supply of Money 


The fourth point I want to make 
is the very far reaching impor- 
tance of the influence of the debt. 
The debt has a very important 
influence on taxation and on the 
budget. It has an impact and 
influence on _ institutions, both 
public and private, and their oper- 
ations. The debt has a marked 
influence on economic and politi- 
cal concepts. 


But the most important influ- 
ence that it exerts, I believe, is 
on the welfare of society, of us 
all, through its effect on the sup- 
ply of money. Not only has mon- 
ey been directly increased by the 
debt, but a large part of the debt 
which is not now actually in the 
monetary system, overhangs that 
system. Much of it is insecurely 
held as we have seen, and thus 
greatly inhibits operation of the 
monetary system, presents an 
ever-present possibility of great 
change in the supply of money 
depending on circumstances or 
psychology. For in bald fact, the 
monetary system will never let 
the Treasury be unable to bor- 
row funds when it needs them, at 
least as some rate—and probably 
a relatively low rate compared 
with what we have known his- 
torically. A decade ago one of 
the most acute economic analysts, 
the late Robert B, Warren, fre- 
quently observed that the Treas- 
ury and much of the rest of the 
government was very busy mak- 
ing commitments that only the 
monetary system could validate. 
The years since have seen con- 
tinually high activity in this re- 
gard. I am, of course, speaking of 
the entire public debt and not 
just the conventional part. Here, 
both because of the size of the 
debt, and the make-up which it 
has assumed, is a possibility, a 
threat, of great economic and thus 
political and social instability and 
also a great threat to the value 
of money. For a world precar- 
iously balanced between slavery 
and freedom, major economic 
instability could be catastrophic. 


I do not urge a simple quantity 
theory of money upon you, but 


I do believe that money and 
changes in money have a far 
reaching influence on employ- 
ment, prices, and prosperity. A 
long-term relationship appears to 
me to exist; it is not absolutely 
mathematical nor unvarying, but 
it has existed historically with 
sufficient regularity as to be 
impressive. And the theoretical 
case that money can aggravate or 
ameliorate both boom and slump 
is to me persuasive and con- 
vincing. 

My fourth point is that the size 
of the debt and its make-up as to 
maturity, ownership, type and 
coupon have and do tremendously 
influence the volume of money 
and through it economic, political 
and social conditions; and the 
present size and make-up of the 
debt are very portentous for the 
future. 


The Problem of Debt Management 


The essential problem of public 
debt management, I submit, is to 
lessen the tremendous force for 
economic, political and social in- 
stability which now resides in 
the public debt. This is and will 
be a very difficult job. The un- 
dertaking of it can be postponed 
for a time, but the risk is of such 
size that delay is undesirable. 


Some parts of the problem can 
be seen especially clearly. An 
outstanding one is to establish 
management over the whole debt 
and the agencies which affect it. 
The last several years have been 
marked by flatly contradictory 
operations by different organiza- 
tions having responsibilities for 
the debt or parts of it. This is a 
situation that would not bode well 
for the public good whatever Ad- 
ministration was in office, and 
certainly enhances instability. 


Another prominent part of the 
problem is to seek to devise some 
bounds on the creation or main- 
tenance of liquidity, both money 
and near money. The very high 
standard of living in this economy 
means that a higher proportion 
of production is postponable than 
perhaps anywhere else in the 
world. When in addition there 
is excessive liquidity that can 
move rapidly from hoarding to 
bringing about excessive demand, 
and back to hoarding again, 


neither domestic nor international 
tranquility is encouraged. 

Yet another aspect of the prob- 
lem is to decide what objective 
or objectives debt management is 
to follow. Is the Employment Act 
of 1946 an adequate statement or 
is it biased toward inflation? 

But these are but some of the 
major aspects if the essential 
problem which is my fifth point: 
how can the tremendous force for 
economic, political and social in- 
stability which now resides in 
the public debt be lessened? Sam- 
son’s hair needs cutting and soon, 
I hope that the scissors are being 
made ready. 


Recommendations 


In these days of controversy, it 
would be more unsual to stop 
with analysis than to proceed with 
recommendation. Perhaps it would 
be more prudent. But I have long 
been impressed with E. A. Gol- 
denweiser’s injunction to statis- 
ticians and economists: Don’t be 
intellectual eunuchs, he urges.7 
And I do have some views. Let 
me state them very briefly, and 
I am finished. There are four: 


(1) Congress should pass the 
Douglas Resolution —which in- 
structs the Treasury to follow the 
Federal Reserve’s lead on mone- 
tary policy—but should broaden 
it to cover all Federal agencies 
that issue obligations or are in- 
volved in policy formulation of 
such agencies. This seems to me 
the most desirable and effective 
method to achieve coherent pub- 
lic debt management. 


(2) Congress should add a 
strong statement about the im- 
portance of maintaining a reason- 
ably constant value of money to 
the preamble of the Employment 
Act of 1946 to correct its inflation- 
ary bias. This seems to me the best 
way to establish unmistakably an 
objective —and Congress clearly 
has the responsibility to set the 
objective. 

(3) Public debt management 
should try the reward factor a 
little more in its efforts to get 
the public debt held more secure- 
ly by non-banking holders. The 
carrot, as “The Economist” 
pointed out in one of its classics, 
has a significant role to play. 


(4) Public debt management 
should use the market place more 
and the fruitless and risky gadg- 
etry of special purpose issues 
and instruments less. The market 
place is a safer guide in this com- 
plex and shifting economy than 
all the planners of all the public, 
private and academic bureau- 
cracies. 

The public debt already has 
been a great factor of national 
strength. While I do not believe 
that its management in recent 
years has been as perfect as the 
Administration and its apologists 
often contend, neither has it been 
as bad as some of the onposition 
sometimes asserts. But the point 
is that the public debt should be 
made a much more positive force 
for national strength and welfare. 
Alexander Hamilton’s confidence, 
I think, has been fully justified, 
and public debt management now 
and over coming years can pro- 
vide even more distinguished and 
conclusive evidence to support it. 


7“Journal ef the American Statistical 
Associatior.”” March, 1944. p. 1. 

8 “The Carrot and the Stick” in “The 
Economist,” June 29, 1946. 


With Barret, Fitch 
(Special to THE FINANCIAL CHRONICLE) 
KANSAS CITY, Mo.—Elmer S. 
Brown is now connected with Bar- 
ret, Fitch & Co., Inc., 1004 Balti- 
more Avenue, members of the 
Midwest Stock Exchange. 


Joins Waddell & Reed 


(Special to THE FINANCIAL CHRONICLE) 
KANSAS CITY, Mo.—Philip H. 
Corbett is with Waddell & Reed, 

Inc., 1012 Baltimore Avenue. 
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As We See It 


last week in the Federal Court where the matter had been 
taken by the steel companies emphatically reinforced the 
impression created somewhat earlier by the President’s 
original action and his left-handed defense of that step. 
Here is a transcript [as reported in the press] of certain 
interchanges between the Government’s attorney and the 
presiding justice. 

Government Attorney: “The suggestion that the ju- 
diciary will use the force of an injunction to restrain the 
President in action which he believes to be necessary to 
the welfare of the nation is in itself somewhat startling. 
* * * The President is an indispensable party [and he 
cannot be enjoined]. Whether he acts through [Mr. 
Sawyer], the courts will not interfere.” 


Judge Pine: “Do you mean that if the President em- 
powered Mr. Sawyer to take you into custody and execute 
you, you’d have no power to enjoin him?” 

Government Attorney: “I'll have to think that one 


over.”’ 
*K MS % 


Judge Pine: “Do you contend that the Executive has 
unlimited power in an emergency?” 


Government Attorney: “I suppose if you carry it to 
its logical conclusion that’s what it is. But there are two 


limitations—one is the ballot box; the other is impeach- 
ment.” 


Judge Pine: “Is it your concept of Government that 
the Constitution limits Congress and it limits the Judiciary 
but does not limit the Executive?” 


Government Attorney: ‘“That’s our conception. * * * 
The President is accountable only to the country and his 
acts are conclusive.” 

Judge Pine: “I have never heard that expressed in 
any authoritative case before.” 

We should suppose that not only the attorney but 
all the American people would want “to think that one 
over,’ and not only “that one,’ but the major issues in- 
volved in the steel case itself, and to do so with the utmost 
care. The very existence in the future of a United States 
of America as we have known it is at stake. 

Let it be carefully recalled that we are not in a state 
of war. There is no claim of that sort. Let it be further 
observed that the claim of these powers by the President 
is not based upon any statutory enactment, but merely 
upon a mystical something now termed “inherent” powers 
of the President—not in times of war even, but when the 
President in his sole discretion arrives at the conclusion 
that a state of emergency exists. 


Plainly adverse reaction among the people and ob- 
vious alarm among the politicians later led the Govern- 
ment’s attorney to offer an emendation to the Court, but 
we suspect the real position of the Administration is better 
stated in the original words. In any event, the difference 
between the two versions does not appear to go to the 


real root of the matter. a 


Always “An Emergency!” 


We hope that the general public does not need to be 
reminded that since that day early in March, 1933, when 
Franklin D. Roosevelt stepped into the White House, there 
has never been a moment when we were not in the midst 
of ‘‘an emergency.” At the very least the Chief Executive 
has always been able to call up “an emergency” when he 
felt the need of it. What is being proposed and promoted 
here is a sort of permanent government by emergency. 
A way must be found, and found very soon, to put an end 

to this type of extremely dangerous fol-de-rol. 

This issue is now clearly joined in the courts. The 
colloquy quoted above leaves little doubt that, whatever 
the decision, the case is plainly and bluntly before the 
judiciary. It is our hope that, whatever happens mean- 
while, the matter will take its course with the greatest 
possible dispatch up to the highest tribunal in the land. 
In a sense the same battle is now raging on the floor of 
Congress. There steps looking toward impeachment of 
the President have been taken, and the actions of Congress 
on several current measures are taken as clear reverbera- 
tions of the steel case. As yet, however, no measure has 
come prominently to the fore in Congressional halls which 
directly undertakes to deal with the situation—that is, 
except the impeachment proposals which no one expects 
to come to anything very practical. 

Meanwhile, there is small likelihood that final court 
action could be obtained for months to come. It must not 
be forgotten either that the entire membership of the 
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Supreme Court as it is now constituted is New Deal or 
Fair Deal appointed. 


The People Must Act! 


All this seems to add up to a necessity, an urgent ne- 
cessity, of getting the basic issues before the people this 
autumn in such a way that they may issue an informed 
and considered mandate. It all adds up to this result, in 
any event, for the simple reason that what is at stake 
here is not some legalistic interpretation of the Constitu- 
tion as now written but rather the question whether the 
people of this country now wish to give up the idea of 
self-government, individual initiative, self-reliance, and 
all the rest which go to make up the American system as 


it has flourished and richly rewarded us all for decades 
and centuries past. 


The claims to power now put forward by the Presi- 
dent imply notions which are the very negation of Amer- 
icanism. They are of the essence of totalitarianism, 
paternalism and the like, whether of the Fascist or the 
Communistic form. In the last analysis, what is proposed 
is the maintenance of a “great white father” in Washing- 
ton who will tell us what to do, and if we do not do it 


with alacrity, then drive us to it. 


It is one with the 


Employment Act of 1946, with a dozen other New Deal 
and Fair Deal programs now growing in subsidized soil. 

Can we not bring ourselves to reach a basic and final 
decision as to whether we want any such thing in this 
country and to make our wishes known next November? 


As to the immediate situation, the Court has expressed 


our view to a nicety: 


“I believe that the contemplated strike * * * with 
all its awful results, would be less injurious to the public 
than the injury which would flow from a timorous judicial 
recognition that there is some basis for this claim to un- 
limited and unrestrained executive power which would 
be implicit in a failure to grant the injunction.” 
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Outlook for Banking and Business 


sumer durable goods; rearmament 
expansion is getting us ahead of 
ourselves on production facilities. 
It is indeed frightening to con- 
template the potentialities of re- 
lated drops in consumer expendi- 
tures, capital expenditures and 
military expenditures, as there are 
no backlogs of demands for 
housing and durable goods as there 
was after World War II, and our 
productive capacity is so much 
greater now. 


Risk of Agricultural Lending 
Will Increase 

The improvement in the finan- 
cial position of the farmer in 
recent years has been one of the 
most amazing feats in the Amer- 
ican economy, where great hap- 
penings are commonplace. Be- 
tween 1940 and 1951, our farmers 
increased their cash and’ liquid 
assets from $5 billion to $22 bil- 
lion, their marketable livestock, 
crops, machinery and equipment 
from $15 billion to $48 billion. 
While their net worth was going 
from $44 billion to $130 billion, 
they increased their non-mortgage 
debts only from $4 billion to $7 
billion, and actually decreased 
their farm mortgage debt from 
$7 billion to $6 billion. 

But this amazing record should 
not cause bankers to overlook the 
fundamental change which has 
come to farming with mechaniza- 
tion and higher production ex- 
penses. With the present-day 
high cash (out-of-pocket) produc- 
tion expenses, farmers are much 
more exposed to the adverse ef- 
fects of price and income declines. 
They have become more vulner- 
able to changes in Washington 
support policies. Effective finan- 
cial planning has become an in- 
creasingly important factor in 
farm management, Bankers 
should, accordingly, aid farmers 
with counsel and advice on the 
necessity of larger financial re- 
serves and the advisability of 
prudence in financial commit- 
ments, 


Capital Needs Will Increase 


The capital needs of banking 
will increase in the months ahead 
because of the increases in de- 
posits and in loan opportunities. 
Despite conservative dividend pol- 
icies and retention of a large part 
of their earnings, banks now have 
a ratio of capital funds to earning 
assets less government securities 
which is the lowest since 1926. 


The problem of attracting ade- 
quate capital under the present 
discriminatory tax laws is well- 
nigh an insoluble one. Yet, a 
strong and healthy private bank- 
ing system is the first cornerstone 
of competitive capitalism. The 
admitted great handicaps notwith- 
standing, every effort should be 
made to strengthen your capital 
position as the outlook is becom- 
ing more uncertain every day. 


Investments and Investment 
Problems Will Increase 


Banks will buy more bonds in 
the coming months. The $14 bil- 
lion of government securities be- 
coming eligible for bank purchase 
during the year insures that ample 
choice will be available. In addi- 
tion, new government borrowing 
is on its way; and the banks will 
get a share of it. Secretary 
Snyder as much as said so in a 
speech on April 11, before the 
Pacific Northwest Conference on 
Banking, in these words: “The 
Treasury’s ability to borrow from 
non-bank sources depends upon 
many factors, not the least of 
which is the investment position 
and preference of institutional 
investors as well as individuals.” 

Also, the sagging price level 
(they even cut the price of soap 
the other day!) is removing the 
big reason for not offering se- 
curities to the banks. With the 
inflationary trend giving way to a 
deflationary one, the attitude of 
the Reserve officials will un- 
doubtedly change with respect to 


Treasury financing. As _ their 
anti-inflation arguments can now 
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be turned against them by the 
Treasury, the Federal Reserve au- 
thorities may be expected to take 
a more “cooperative” attitude! 


_In the meantime, the reduced 
liquidity of government securitie® 
has made bank investment prob- 
lems more difficult. In this 
connection, bankers should keep 
in mind that the changed open 
market policy was not to increase 
rates—that was incidental—but toe 
reduce the ability of institutional 
investors to convert long-term 
obligation into reserve balances at 
the Reserve Banks. In short, to 
make access to reserve credit 
more difficult, and on the terms 
of the Federal Reserve authorities 
rather than on the terms of the 
investing institutions. 

These uncertainties as to the 
prices of government and triple A 
securities put greater stress on 
liquidity, especially intrinsic li- 
quidity. Where loans are in- 
creasing, banks should carefully 
consider the advisability of a 
reduction in maturity of their 
security portfolio. On the other 
hand, if loans are stable, or de- 
creasing, banks can afford to hold 
their longer issues or even length- 
en their average maturity — of 
course, this suggestion is on the 
assumption their portfolio was in- 
vested on a conservative basis 
before! 


Interest Rates Will Probably 
Not Increase 


The leveling-off of most prices, 
and declines in many, the reduced 
residential construction, the in- 
creased savings and other funda- 
mental factors point to a weaken- 
ing in the interest structure. The 
needs of the Treasury, however, 
point in the opposite direction. 
Until we know the size of the 
Treasury financing and the pro- 
portion which will find its way 
into the banks, we can’t be certain 
on rates. 


The question as to whether the 
unexpected strength shown in the 
money market in March is tempo- 
rary, or represents a longer-term 
trend, then, will largely depend on 
what the Congress does to the 
budget. If expenditures are cut 
by, say $7 billion, reducing the 
cash needs of the Treasury to 
around $3-$4 billion, the March 
trend forecasts a longer-range 
pattern. If, on the contrary, the 
Congress continues to spend, and 
spend, and the Treasury has to 
raise some $10 billion of new 
money during the second half of 
this year, then a temporary set- 
back in the bond market must be 
anticipated. 

However, regardless of what 
happens in the next few months, 
the increase in money rates that 
has taken place since the Treas- 
ury-Federal Reserve accord, af 
March 4, 1951, does not represent. 
a real long-term trend. The sec- 
ular trend of interest rates is 
definitely not upward, because as 
soon as capital expenditures and 
military outlays begin to decline, 
money rates will likewise tend 
downward. 


Conclusions 


My conclusions are that well- 
managed banks can face the fu- 
ture with confidence. 


Taxes and expenses will be 
higher, but earnings will be good 
unless banks engage in cut-throat 
competition for savings deposits. 


Money market, economic and 
political uncertainties are greater, 
so bankers should be cautious. 

The short-term trend of interest 
rates will depend on the size of 
the cash deficit and what is done 
with it. In any event, the ulti- 
mate trend of interest rates is not 
upward, so there is no need to 
take a loss on lang-term govern= 
ment, or other high-grade bonds; 
unless a loss is needed for tax 
purposes. 
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The Economics 


ing this nine-year period, the 
following industries in 1948 em- 
ployed less than 90% of the num- 
ber employed in 1939. 

1948 employment 


as percent of 
1939 employment 


TS ae 86% 
8 fe a 83 
Cigars ED A) ER ee I 81 
Tobacco (chewing and smoking) and 
ah a | TD 


It should be noted that these 
are industry figures. If we had 
the figures for individual com- 
panies and individual plants, the 
increases and the decreases would 
be even more pronounced. 


Normally, nearry 500,000 new 
businesses come into existence 
annually and nearly as many 
cease operations. Many of these are 
steel and iron shops of one kind 
or another. In 1929 about two out 
of every five corporations did 
business at a loss. In relatively 
prosperous 1937 a majority of 
corporations operated in the red. 
All this is further evidence of the 
dynamics of our economy and 
suggests the difficulties which 
would be encountered under 
guaranteed wage programs. 
Profitableness and survival of the 
individual concern are not guar- 
anteed. 


Businessmen or employers usu- 
ally have little or no control over 
these constant shifts and chang- 
ing conditions. War, changing con- 
sumer tastes and demand, the 
work of inventors and others play 
a role in causing these enormous 
differential shifts. If the declining 
industries and companies had 
been burdened with substantial 
guaranteed wage commitments, 
many desirable shifts and changes 
might have been blocked or 
slowed down and many com- 
panies would have been forced 
into bankruptcy. Yet, it is doubt- 
ful that total employment in the 
whole economy would have been 
any greater. The problem is well 
stated by Kaplan: 


“ . . consumers cannot be 
coerced to buy the goods of the 
particular plants whose employ- 
ment is in need of support, rather 
than allocate their expenditures to 
the goods which they happen to 
prefer. A firm annual-wage com- 
mitment in each sector of produc- 
tion would need insurance against 
investment in a new product, 
method, or company, that may be 
a serious threat to the established 
one. Obviously there is no pres- 
ent likelihood of imposing such 
disciplines upon consumer choices, 
As a practical matter the system 
of general guarantees would, from 
time to time, be in a serious con- 
flict with the trend of productive 
employment even in consumer 
goods —except for those lines 
that are already stable, are least 
in need of the guarantee, and have 
been cited as models for annual- 
wage extension.” 1! 


The degree to which the guar- 
anteed wage would deter desir- 
able production changes based 
upon population shifts, geograph- 
ical relocation, technological and 
other changes, would depend 
upon the scope and coverage of 
the guaranteed wage plans and 
upon the speed of the changes 
taking place. A modest initial 
union demand would grow from 
year to year and would run into 
violent conflict with the under- 
lying trends of a dynamic econ- 
omy. 


Other Economic Implications 


If the guaranteed wage is to 
become much more general there 
1A. D. H. Kaplan, The Guarantee of 


Wages, Brooki Institution, 
1947, p. 186. ings Institution 


of the 


Guaranteed Wage 


are a number of additional eco- 
nomic issues which must be faced 
—issues which were of little or no 
national consequence so long as 
only a few hundred scattered 
employers adopted such plans. 
The guaranteed wage contract 
converts wages into an overhead 
cost of business which cannot 
soon be escaped by work-force 
reduction. 


(1) Would it raise the break- 
even point of the individual com- 
pany? 

(2) Would the guaranteed wage 
therefore tend to cause employers 
to hire fewer workers’ 


(3) Would it retard business ex- 
pansion? 

(4) What will it do to the in- 
centive to open new enterprises? 
How would it affect small busi- 
ness? 

(5) Will it cause the economy 
to stagnate, especially those parts 
of it which are most susceptible 
to violent shifts in consumer de- 
mand upon short notice? 

(6) Would the guaranteed wage, 
if widely demanded and put into 
effect, so raise the risks of busi- 
ness, that private job-making 
would become a function to be 
avoided to the point where the 
way was paved for the socializa- 
tion of enterprise? 

(7) What effect would a gen- 
eralized guarantee system have on 
prices and costs? 

(8) If the guaranteed wage ap- 
plies in steel, can it reasonably 
be kept out elsewhere? 


Admittedly it would raise the 
risks of running business. This 
presumably would tend to raise 
the supply price of risk capital 
and the costs of engaging in busi- 
ness. The costs of running busi- 
ness would rise and costs have a 
way of being reflected in sales 
prices. Thus what the worker 
might gain in steadier income, 
might be lost in getting less for 
his income. 


If a whole industry, say the 
steel industry, established a guar- 
anteed wage, would not the pro- 
duction for stock during dull 
years create the risk of intensi- 
fying the very breakdown which 
it postpones? Is this not likely to 
happen since under the guar- 
anteed wage, labor costs have 
been converted from_ variable 
into fixed costs, so that these labor 
costs must be met whether there 
is any work done or not? If this 
is a likelihood, will the industry 
after a time, ask to be relieved 
from antitrust action so that it 
can “regulate” output and invest- 
ment in the industry? If this anti- 
trust exemption is granted how 
long would it take before the 
workers and management would 
engage in a conspiracy against 
the consumer, in the guise of a 
“stabilization” program? A num- 
ber of labor leaders apparently 
have already envisaged some such 
development, this explaining why 
they urge the formation of indus- 
try or even inter-industry com- 
mittees to work out joint pro- 
grams. 


Indeed the 1951 CIO Annual 
Convention unanimously adopted 
a resolution calling for the estab- 
lishment of “Industry Councils,” 
a “National Production Board,” 
and equal union authority in the 
control of industrial policies. This 
authority would extend to policies 
on (1) prices, (2) production 
levels, (3) rates and nature of 
capital investment, (4) rates and 
nature of technological change, 
(5) the size and location of in- 
dustrial plants, and a number of 
other matters traditionally in the 
control of the owners and opera- 
tors of the enterprise as governed 


by competitive forces and free 
consumer market pressures. (See: 
Proceedings, Nov. 5, 1951, page 
65.) 

A wage panel or board apprais- 
ing a union wage demand with far- 
reaching implications must weigh 
in all the matters that are rele- 
vant. It would seem that this 
CIO resolution is highly relevant 
to the question of the guaranteed 
wage, however modest the initial 
demand in the first year may ap- 
pear to be. I would be remiss in 
my duty to this wage panel if I 
failed to draw attention to the in- 
evitable ultimate relationship be- 
tween industry-wide guaranteed 
wage demands, the cartelization 
of American industry and this 
resolution of the CIO. Indeed Mr. 
Philip Murray in supporting the 
resolution on November 5 en- 
dorsed it by showing its similarity 
to the NRA codes of 1933 which 
exempted industry from antitrust 
provisions, 

Under these demands can 
American capitalism remain truly 
dynamic, resilient and adaptive? 
Can it meet the challenge of 
World Communism, to which Mr. 
Murray has referred, or will it 
lose its vigor, capacity for growth 
and power to respond to chang- 
ing internal and external forces? 
The answer to this question would 
appear almost self-evident. 

The issue of guaranteed wages 
must be settled in the light of all 
the values to which we adhere— 
moral values, questions of short- 
run security, and questions of 
longer run international security. 
In the latter connection the issue 
of our industrial strength and par- 
ticularly our future’ industrial 
growth and economic progress are 
highly relevant. 


What the answers to many of 
the foregoing questions may be 
cannot be fully worked out in 
advance. Unfortunately the ex- 
periences to date are few and iso- 
lated, and there has been no case 
where the effects of a guaranteed 
wage plan on a whole industry or 
the entire economy might be ob- 
served. Accordingly, these ques- 
tions ought to be asked again and 
again, as the Wage Board con- 
siders the question for steel. 


The Guaranteed Wage and 
Liberalized Unemployment 
Compensation 


The government study, Guar- 
anteed Wages, conducted under 
the leadership of Mr. Murray 
Latimer, suggests that guaranteed 
wage plans should be integrated 
with state unemployment com- 
pensation benefits in such a way 
that both types of benefits be paid 
at the same time (p. 103). The 
present Steelworkers’ Union de- 
mand follows this pattern. This 
suggestion apparently rests on the 
assumption, clearly stated by Mr. 
Philip Murray in his statement 
to this Panel, (Union Exhibit No. 
22, page 5) that if total wage in- 
come is persistently maintained, 
unemployment tendencies will be 
arrested, market demand for 
goods and services will be main- 
tained, and this in turn will mini- 
mize to manageable proportions 
the employers’ outlays under both 
the guaranteed wage and under 
state unemployment compensation 
laws. While this “consumer pur- 
chasing power theory of sustain- 
ing prosperity” is examined in the 
next section, here we first ex- 
amine a collateral but important 
question involved in the proposal 
of adding guaranteed wage pay- 
ments to unemployment compen- 
sation payments. 


Labor union leaders have gen- 
erally opposed 2 experience rating 
in unemployment compensation, 
under which the employer is given 
an incentive to reduce layoffs 
through potential payroll tax sav- 
ings. They have argued that the 
forces causing unemployment are 
beyond the control of the indi- 


2 Except the Wisconsin State Federa- 
= of Labor, its affiliates, and some 
others. 
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vidual employer, that the payroll 
tax-saving under experience rat- 
ing gives the employer an undue 
interest in benefit levels and dis- 
qualification clauses in state laws, 
and that all employers should 
help finance unemployment on a 
uniform basis of tax levies. 


While employers generally have 
had questions about these views, 
and while there is much to be said 
against them, our concern here is 
with the proposal of combining 
annual wage guaranteed payments 
and unemployment compensation 
payments. Since both types of 
payments would be charged 
against the individual employer, 
would this proposal not constitute 
nearly 100% unemployment com- 
pensation with 100% experience 
rating? The guaranteed wage thus 
becomes greatly liberalized unem- 
ployment compensation under 
another name. 


If so, should this matter not be 
considered by the legislatures 
which initiated unemployment 
compensation? 

There is general agreement 
that at present unemployment 
compensation benefits reduce 
labor mobility, furnish some in- 
centive toward malingering and 
encourage the worker to be much 
more hesitant in accepting other 
work — even though unemploy- 
ment benefits amount to only 55 
to 70% of his regular weekly 
wage and run for not over 20 to 
26 weeks in any one year. But 
under the guaranteed wage, or 
the guaranteed wage _ supple- 
mented by unemployment com- 
pensation, the benefit payments 
might equal $3,000 per year and 
might run for a period twice as 
long as under unemployment 
compensation alone. To the extent 
that the guarantee is more modest, 
these problems are of less signifi- 
cance; but such restricted guar- 
antees may also reduce the value 
of the guarantee to the worker 
who feels insecure. Under unem- 
ployment compensation, the law 
requires the beneficiary to expose 
himself to job referrals through 
the State Employment Service to 
any and all employers who may 
have suitable employment. If an 
unemployed worker looks primar- 
ily to his previous employer for 
work, will this not encourage less 
effort to secure other work? 


Many employers have found 
that once they made a guarantee 
to some or all of their employees 
to pay wages by the year, this 
commitment itself served as a 
powerful stimulant to organize 
operations in such a way that 
wage payments for idleness were 
minimized. Insofar as this objec- 
tive is realized, the foregoing 
dangers do not arise. But fre- 
quently the objective is realized 
only because the guarantee is 
limited to what appears as prac- 
tical. 


If the guarantee wage becomes 
much more general, and if we do 
not succeed in eliminating sub- 
stantial business fluctuations, the 
guaranteed wage may thus be- 
come a form of liberalized unem- 
ployment compensation with ex- 
perience rating, but without the 
incentive for other employers to 
utilize effectively in productive 
work that portion of the labor 
supply which the guaranteeing 
employer cannot use. 


So long as only a few isolated 
employers experimented with the 
guaranteed wage, these questions, 
although important in principle, 
were of minor consequence. Now 
that some labor unions are urging 
the expansion of the guaranteed 
wage, these issues should be ex- 
amined most closely so that the 
basic emphasis will be upon pro- 
ductive employment, effective in- 


centives for both employer and jw 


worker, and so that the guar- 
anteed wage will not become a 





3 For an appraisal of these views see: 
“Experience Rating and Unemployment 
Compensation,” Yale Law Journal, De- 


cember, 1945, pp. 242-52. 


‘mere matter of “social security” 
in the relief sense. 


Company vs. Industry or the 
Total Economy Appreach 


The approach to the guaranteed 
wage has greatly shifted in recent 
years. Formerly several hundred 
companies voluntarily embarked 
upon some plan, generally on a 
modest experimental basis, al- 
though the majority of plans did 
not survive the depression of the 
1930s. 


So long as the individual em- 
ployer was free to attempt some 
practical guarantee, the idea had 
wide acceptance both among em- 
ployers and others. Now that the 
government and union pressure 
have entered the field and are 
placing a certain degree of politi- 
cal pressure behind the idea, and 
many unions are making it a mat- 
ter of more or less corecive col- 
lective bargaining on an industry- 
wide basis, much more serious 
questions arise. 


In 1940, Philip Murray, Presi- 
dent of the CIO, stated: 

“Pioneers in this difficult field 
deserve great commendation, but 
not too much should be expected 
from their efforts. Experience to 
date raises doubt as to whether 
annual wage plans can be-ex- 
tended over a wide area of busi- 
ness activity, for basic to their 
success is the stabilization of op- 
erations.’’* 


More recently, however, the CIO 
has set forth a strong demand for 
the guaranteed wage. Its philoso- 
phy has shifted and it now em- 
phasizes that the guaranteed wage 
is a device for maintaining gen- 
eral purchasing power. It looks 
first to the employer or the indus- 
try to make the guarantee and 
then: 

“How much help the govern- 
ment will have to give depends 
on how much business can do it- 
self. ... But what business can- 
not do by itself or with labor’s 
aid, the people, through our gov- 


ernment, must provide.”5 
The same CIO report states: 


“If one company or even one 
industry cannot act alone, labor- 
management councils On an in- 
dustry-wide or inter-industry ba- 
sis should tackle the problem.” 

Another labor leader states: 


“The limitations of the single 
firm must be merely a reason for 
cooperation with others.” 


Thus it is clear that substantial 
expansion of the guaranteed wage 
may have far-reaching implica- 
tions for our antitrust policy and 
for our economy. 


This was frankly recognized by 
the Executive Board of the Indus- 
trial Union of Marine and Ship- 
building Workers in these words: 


; the guaranteed annual 
wage plans cannot be established 
On a nation-wide basis without 
establishing a planned economy 
in America. . . . Unplanned pro- 
duction, unrestrained competition 
are two conditions under which it 
would be impossible to guarantee 
the job security of American wage 
earners.” The Shipyard Worker, 
April 9, 1945, p. 2. 

The editor of the United Mine 
Workers Journal stated: 


“The whole program presages 
the junking of the American way 
of life and the forfeiture of our 
industrial liberties in return for 
a promised security which cannot 
be guaranteed. .. .” Forbes 
Magazine, May 1, 1945, p. 24. 

Kaplan has shown that labor is 
by no means agreed on the guar- 
anteed wage.? Some view it as.a 
prelude to compulsory arbitration 
and the negation of collective bar- 


“e 





4 Organized Labor and Production, by 
. L. Cooke and Philip Murray, New 
York. Harper & Brothers, 1940, p. 121-2. 

5 Guaranteed Wages the Year Round, 
CIO, p. 14. See also: Economie Outlook, 
CIO, May, 1947. 

6 Personal Journal, April, 1946, p. 369ff. 

7A. D. H. Kaplan, The Guarantee of 
Annual Wages, Brookings Institution, 
1947, p. 13 to 48. 
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workers and owners in these in- 
industries spread their cumulative 
effects, to the remainder of the 
economy, so that even in the case 
of nondurable consumer goods 
(meats, cereals, textiles and the 
like) prices sag, employment de- 
clines, incomes drop; markets and 
jobs give way to joblessness and 
unsold goods. 


Underlying this jerky nature of 
capital formation is human psy- 
chology. Waves of pessimism and 
optimism are more than economic 
phenomena; they pervade our ap- 
praisal of the “international situa- 
tion,” of “art,” of “the rising 
generation,” of “the future of 
mankind.’ That people are more 
hopeful at one time than at 
another is one of the facts of life, 
and this has some indefinable and 
unmeasurable relation to the 
levels of economic activity and 
employment. It is hard to see how 
the guarantee of jobs would over- 
come this deep-seated human psy- 
chology. But let us see how this 
psychology translates itself into 
economic fluctuations. 


Investments in both producers’ 
and consumers’ capital, as char- 
acterized above, usually involves 
substantial outlays; frequently 
these goods are paid for over a 
period of years and in any case 
they are expected to yield their 
usefulness over a period of years. 
Furthermore, whether a_ specific 
investment takes place now, next 
year or in some later year, is 
usually not a matter of overriding 
urgency—the investment can be 
postponed, whereas the replace- 
ment of consumers’ nondurable 
goods (a loaf of bread or a pack- 
age of cigarettes) is a matter of 
immediate concern and perhaps 
urgency. 

It is in respect to these factors 
—heavy outlays, financed by bor- 
rowing, durability, postpon- 
ability — that business, investor 
and ultimate consumer expecta- 
tions, their optimism and pes- 
simism, and the general outlook 
are so important in determining 
the general level of jobs and em- 
ployment. And it is not easy to 
see how the mere guarantee of 
jobs would change all this. 


But why, apart from some 
postulated deep-seated human 
psychology, was the economic 
system more healthy in 1926 than 
in 1930? What are the factors 
which shift human psychology? 
Are they controllable through the 
guaranteed wage? 

There is substantial agreement 
among students of the business 
cycle that in addition to the fore- 
going basic factors, other impor- 
tant factors affecting investment 
and investment decisions includes: 


gaining, involving a decline in the 
importance of unions. 

The approach among proponents 
is no longer confined to a com- 
pany -by-company basis. Each em- 
ployer is still expected to do what 
he can, but the residual responsi- 
bility may come to rest on a 
whole incustry, or a series of in- 
dustries or-on the entire economy 
and the government. A respon- 
sible wage panel must take ac- 
count of the forces its decisions 
may set in motion. 


Guaranteed Wages and the 
Maintenance of Purchasing 
Power 


Underlying this approach, so far 
somewhat soft-pedaled in the 
steel hearings, presumably because 
of the current inflationary pres- 
sures, is the theory that the prob- 
lem of mass unemployment is the 
problem of maintaining consumer 
purchasing power. Since wages 
and salaries. constitute some 65 to 
70% of our flow of incomes, it is 
held or implied that if we guar- 
antee this steady flow of wage and 
salary income, the economy will 
become stabilized and mass un- 
employment will disappear. 

This is an attractive and appar- 
ently plausible argument. It is 
held in certain labor and political 
circles and must be expected to be 
pushed as soon as markets soften 
and inflationary pressures disap- 
pear. Also there is just enough 
truth in it to make it difficult to 
appraise or refute. Yet, the weight 
of economic authority is strongly 
against the theory as an adequate 
explanation of why our economy 
is healthier at one time than at 
another. 

Even Karl Marx noted that 
business depressions come when 
consumer income is at an all-time 
peak. Recovery from depression 
and from mass unemployment take 
place when consumer income hits 
new lows. such as late in 1921. 
These facts alone throw doubt 
upon the lack of purchasing power 
as a cause of depression. 

The proponents of the view that 
guaranteed wages will maintain 
employment and purchasing power 
argue somewhat as follows: Jobs 
make payrolls, payrolls maintain 
markets and markets in turn make 
jobs; therefore, if jobs are guar- 
anteed we will have sustained 
prosperity and full employment. 

There is, of course, a germ of 
truth in this sequence. But why 
did the sequence break down in 
1914, 1920, and again in 1929? 
Would the mere guarantee of jobs 
in each of these cases have pre- 
vented the breakdown? Accord- 
ing to the purchasing power the- 
orists the answer is “Yes.” The 


is disagreement among students 
of business *¢ycles as to the wis- 
dom-~of reducing. wages generally 
when markets begin to soften and 
general unemployment threatens, 
there is general agreement that 
changing conditions do require 
wage and other cost and price 
adjustments. Insofar as such con- 
stant change and adaption are de- 


accentuate deflationary 


of employment. 


or companies. 
ment 


pression year 1933 


figure. 
been 


1924 


through the prosperous 


tries; the fluctuations for 
extreme in many cases. 


show similar shifts. 


Thus from these 


which could be expanded 


or industries. 


recent government report: 


of 


on 


it would be nothing 


time instituting other more 


verdict of most economists is the fluctuations in the rate of Portant programs of government 
against them. debt (credit) creation. the vol- and business designed to promote 

There are many reasons why yme of debt-creating bank re- high and stable levels of produc- 
the general guaranteeing of jobs serves, interest rat@s. scientific tion. income and employment... . 
would not overcome the disturb- jnyventions and technological in- “If other governmental meas- 
ances leading to depression, but novations which may have wide Ures were not instituted to cope 


one of the most crucial is that 


application, the surge of substan- 


people do not spend all their in- tial new industries, attitude of tive appraisal of the relationship 
come for current consumption. government and the public temper °f payrolls to corporate net worth 
Retail sales to the public consti- toward business, war and its Shows that insolvency and bank- 
tute only a part of the total na- aftermath, the differential move- Tuptcy could well be the price of 
tional income produced at high ments of prices (including wages), 2"Y suaranteed wage program 
employment. From 15 to 20% of taxation and public budgetary which was not carefully limited 
the national income during pros- positions and a host of others. i" its coverage and duration. . . . 


perous periods, year after year, 
goes into investment or what 
economists call producers’ capital 
formation. And it is the rate of 
capital formation which largely 


Many of these factors are deep- 
ly interrelated and interdepen- 
dent. They combine in innumer- 
able shapes and forms to make the 


economic system now more .j4°1;;; ; 
spells the difference between de- healthy weil cane Wen ‘Gk The stability of production, guaranteed 
pression and prosperity. In 1951, oryeiaj question is: Just how wage plans are likely to be so 


even though wage incomes kept 
rising, in the second through the 
fourth quarter consumer saving 
doubled and many industries 
went into decline. 

The production of new capital 
or producers goods (factories, 
machines, office and commercial 
buildings and the like) and also 
consumers’ durable goods (hous- 
ing, motor cars, long-lived house- 
held goods) experiences the great- 
est fluctuation over the course of 
the business cycle. During reces- 
sion and depression, declines in 
employment and incomes of 


would the general guarantee of 
wages and employment alter any 
one or all of these factors? Until 
it can be shown how the guar- 
antee of wages would alter the 
operation of these factors, the 
reasons for the skepticism must 
continue. 

The guaranteed wage generally 
makes wage rates more rigid, less 
flexible and less adaptive to 
changing conditions.2 While there 


tuations, 





8 This, of course, is not the case. with 
the Nunn-Bush plan under which the 
workers receive a constant proportion 
of the value of the production. 


antees are made. 
proach 











sirable, there is reason to believe 
that the guaranteed wage may 
forces, 
once they are let loose, and may 
retard recovery from low levels 


Even during a period of con- 
tinuous sustained total prosperity, 
the maintenance of aggregate pur- 
chasing power does not sustain 
employment in specific industries 
Thus, new invest- 
in housing declined from 
$5.1 billion in 1925 to $3.2 billion 
in 1929, even though the national 
income reached a peak in a latter 
year. Production of wool-textiles 
in 1932 was nearly 25% higher 
than in 1930; similarly cotton con- 
sumption was higher in the de- 
than three 
years previously. Rayon shipments 
in 1933 were 60% above the 1929 
On the other hand, silk 
consumption was lower in rela- 
tively prosperous 1937 than it had 
in 1932—close to the low 
of the depression. The decline in 
anthracite coal dating from about 
continued uninterruptedly 
1920s. 
These data apply to whole indus- 
indi- 
vidual companies were even more 
Data 
covering more recent experience 


illustrations, 
at 
length, we must conclude that the 
mere maintenance of general pros- 
perity, or total purchasing power 
in the economy, while important 
for the economy as a whole, will 
not guarantee the success and 
prosperity of particular companies 


In support of the above views, 
we should like to quote from the 


“From a dispassionate appraisal 

the efficacy of guaranteed 
wages, the device would appear 
to be, by itself alone, a weak reed 
upon which to rely in an attack 
such widespread unemploy- 
ment as our economy has en- 
countered in recent years. Indeed 
less than 
tragic if, by management initia- 
tive or governmental and trade- 
union pressure, an ambitious pro- 
gram of guaranteed wages was 
undertaken without at the same 
im- 


with depressions, sober quantita- 


“Unless a general, many-sided 
attack is made uvon the problem 
of business cycle stabilization, to- 
gether with a step-by-step indus- 
try-wide attack upon seasonal in- 


costly as to be doomed to failure.’ 


Neither the writers quoted, nor 
those cited, are opposed to formal 
wage paying commitments by in- 
dividual employers. Most of them 
are agreed that business manage- 
ment can do much to iron out sea- 
sonal and other short-run fluc- 
and that some benefit 
may accrue to the workers and to 
the economy by working out ar- 
rangements under which practical 
ull-time or limited wage guar- 
But this ap- 
is quite different from 
viewing the guaranteed wage as 


a major weapon in the attack on 
general economic instability and 
employment fluctuations. 


Conclusions 


The demand for the guaranteed 
wage is a part of the general de- 
sire for security and certainty of 
economic status. The limited ex- 
perience with this form of wage 
contract has led to inconclusive 
results. Most of the plans estab- 
lished before 1930 did not survive 
the depression. Yet, among em- 
ployers there is considerable in- 
terest in this form of contract and 
a number of employers report 
considerable success and enthusi- 
asm. All of them emphasize the 
prior importance of adopting some 
form of production or sales (or 
both) stabilization before the for- 
mal commitment is launched 
upon, since wage payments must 
be based on productivity. That the 
steel industry can do this has not 
been asserted by the Union. 


Unfortunately, these sporadic 
cases tell us little about the pos- 
sible economic effects of a general 
guaranteed wage throughout an 
industry or our economic system. 
That such general adoption would 
not offer a strong weapon for the 
stabilization of the entire economy 
is the conclusion of economists 
who have made an independent 
investigation of the problem. 

This conclusion, standing alone, 
does not necessarily argue against 
more generally voluntary adop- 
tion. What the effect on enter- 
prise and expansion of much more 
widespread adoption might be is 
uncertain, but it appears probable 
that the risks of running a busi- 
néss would be raised by requiring 
the hiring of labor on some guar- 
anteed basis and that the demand 
for labor might decline. 

The demand for the guaranteed 
wage is in reality a demand for 
adequate job opportunities, for 
high level employment. There is 

reason to believe that if we can 
maintain reasonably stable pros- 
perity in the years ahead that this 
is what the American people want 
and will settle for. 

Unquestionably, individual em- 
ployers in many cases can do more 
than they have done to eliminate 
policies which contribute to in- 
stability of their operations and 
can adopt policies which will en- 
courage more: steady jobs.2 All 
such efforts are rich in reward to 
the workers, to the community 
and to the employer. 

But the broader problem of 
achieving general economic sta- 
bility in our economy calls for a 
peaceful world, and the closest 
cooperation of labor, management, 
and government, including par- 
ticularly fiscal and monetary pol- 
icy. 





9 See: To Make Jobs More Steady and 
to Make More Steady Jobs, Webb Pub- 
lishing Co., St. Paul, Minn. 


With A. M. Kidder Co. 


(Special to THE FINANCIAL CHRONICLE) 
MIAMI, Fla.—Jack Toppell has 
become associated with A. M. 
Kidder & Co., 
Street. He has recently been ac- 
tive as an investment adviser in 


Miami. Prior thereto he was with 
Frank D. Newman’& Co. and con- 
ducted his own business in New 


York City. 


Two With Atwill & Co. 


(Special to THE FINANCIAL CHRONICLE) 


conducted his own 
business in West Palm Beach. 


With Bache & Co. 


(Special to THE FINANCIAL CHRONICLE) 


1 Lincoln Road. 


139 East Flagler 


MIAMI, Fla.—Frank M. Hannon 
and Griffin McCarthy have be- 
come affiliated with Atwill and 
Company, 605 Lincoln Road. Mr. 
Hannon was previously with Wil- 
liam S. Beeken Co. In the past he 
investment 


MIAMI BEACH, Fla.—Albert B. 
Cooperman is with Bache & Co., 
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J. F. Weller Joins 
A. L. Wright & Go, 
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John F. Weller 


PHILADELPHIA, Pa. — Arthur 
L. Wright & Co., Inc., 225 South 
Fifteenth Street announce that 
John F. Weller has become asso- 
ciated with them as manager of 
the corporate trading department. 
Mr. Weller has recently been as- 
sociated with Herbert H. Blizzard 
& Co., Inc., as manager. The in- 
vestment securities firm has also 
installed a direct private wire to 


J. F. Reilly & Co., Inc., New York 
City. 


Carl Jackson Joins 
William Blair & Co. 


(Special to Tue Financiat CHRrontcie) 


CHICAGO, Ill.—Carl W. Jack- 
son has become associated with 
William Blair & Company, 135 
South La Salle Street, members 
of the New York and Midwest 
Stock Exchanges. Mr. Jackson 
was formerly a Vice-President of 
Harris, Hall & Company, with 
which he had been associated for 
many years. 


With Hamilton Manage’t 
(Special to Tue Financrat Curontcre) 
DENVER, Colo.—Paul M. Smith 
is with Hamilton Management 
Corporation, 445 Grant Street. 


Joins Bache Staff 


(Special to Tue Financia, CHRONICLE) 
CHICAGO, Ill. — W. Marshall 
Galloway has become associated 
with Bache & Co., 135 South La 
Salle Street. He was formerly 
with Riter & Co. 


With Lee Higginson Corp 
~ (Special to Tue FINANCIAL CHRONICLE) 
CHICAGO, Ill. — William I 
Strasser has become affiliate 
with Lee Higginson Corporation 
231 South La Salle Street. He wa 
formerly with McCormick & Co 


Reynolds Adds to Staff 


(Special to THe FINANCIAL CHRONICLE) 
CHICAGO, Ill.—Jerrold T. Kell 
is now with Reynolds & Co., 3- 
South La Salle Street. “ 


Joins J. H. Goddard 


(Special to Tue FrnaNnciat CHRONICLE) 
BOSTON, Mass.— Edmund R. 
Thornton is now with J. H..God- 
dard & Co., Inc., 85 Devonshire 
Street, members of the Boston 
Stock Exchange. 


H. L. Robbins Adds 


(Special to THe FrnanciAL CHRONICLE) 


WORCE'STER, Mass.—Frank A 
Oftring has been added to the 
staff of H. L. Robbins & Co., Ine. 





* 390 Main Street. 


Joins Leason Staff 


(Special to Tue FINanciat CHRONICLE) 

CHICAGO, Ill. — William R 
Lytle has become associated witl 
Leason & Co., Inc., 39 South Li 
Salle Street. 


With H. Hentz & Co. 


(Special to Tue Frnanciat CHRONICLE) 

HOLLYWOOD, Fla.—Alfred S. 
Koch has become connected with 
H. Hentz & Co., Hollywood Beach 
Hotel. 
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Our Growing Vital Stake 


ocean transportation required by 
American foreign commerce over 
the long-term. This will be es- 
pecially appreciated here in New 
Orleans where foreign trade and 
transportation are a very impor- 
tant part of your business life. 

What we as Americans want to 
be clear about is where we are 
heading and how we are going to 
get there. A great deal of hard 
thinking is being devoted to these 
questions. They immediately bring 
up the subject of the aims and 
methods of the country’s foreign 
policy. That we need a more 
forceful and more forthright for- 
eign policy I think will be 
granted. Many important Ameri- 
can companies, including some 
represented here today, who work 
together through the National 
Foreign Trade Council to pro- 
maote and protect American for- 
eign trade and investment, stated 
their views on the subject last 
fall. I would like to refer to some 
points in the Council’s statement. 

“Our foreign policy must have, 
as its immediate and continuing 
purpose, the safeguarding of our 
security and well-being as a na- 
tion and the defense of the insti- 
tutions we cherish. The fulfill- 
wnent of that purpose calls for the 
strengthening of those nations 
whose destiny is linked with ours, 
in opposition to the machinations 
of those other nations that stand 
against us. But essentially, and 
wnderlying all else, it calls for the 
maintenance and upbuilding of 
eur own inherent strength. 

“The task of increasing world 
production is one which can be 
discharged fully and effectively 
enly by private industry and pri- 
wate endeavor. Experience has 
“lemonstrated, wherever the ex- 
periment has been tried, that the 
entry of government into produc- 
tion and distribution, whether in 
raw materials or manufactured 
goods, leads to inefficiency, waste 
and frustration. 

“It is the function of govern- 
ment, domestically and in the 
international sphere, to make the 
the rules of the game and to as- 
sure that the equities of all con- 
«<erned are properly regarded. But 
at is not the function of govern- 
ment to determine where or when 
4m economic enterprise shal] be 
undertaken, or what its operating 
procedures shall be. The manage- 
ment decisions and the techno- 
Jogical capacities essential to the 
«onduct of a productive enter- 
@rise cannot be provided by make- 
ahift ‘hiring’ for the government 
account; nor can there be any 
@ubstitute for the sense of con- 
tinuing responsibility that private 
@ewnership entails. 

“If our foreign economic policy 
ais to serve effectively the basic 
purposes for which it must be in- 
tended, it is imperative that the 
@remendous diplomatic, political 
and economic facilities at the dis- 
posal of the United States Gov- 
ernment be exerted to the cor- 
wective and constructive ends that 
must be sought. 


“The defense of the free world, 
and the hopes of all who cherish 
freedom, are centered in the 
strength and security that only a 
great and increasing productivity 
fan bring. Our strength and se- 
curity in the United States, now 
and in the future, depend upon 
the levels of production which we 
and the nations friendly to us can 
achieve. It is to the end of pro- 
euring this strength and security, 
abroad and at home, that our for- 
#ign economic policy, in all of its 
aspects, must be dedicated.” 


In World Trade 


Summary 


Our stake in world trade is vital 
and growing. It places before us 
many complicated problems to be 
solved, and we are all immersed 
in the difficulties of our times. 
And yet many of the problems 
are not new in their essential 
nature. Our country has gone 
through many stages of develop- 
ment since its early days, but 
many of the problems encountered 
continue to repeat themselves. 
Going back to those earlier times, 
we find that Ben Franklin, who 
was an astute man, offered some 
ideas of his own on international 
trade. They are apropos to our 
problems, although unfortunately 
honored by neglect much as they 
were in those earlier days. This 
is what he offered: 


“In time perhaps Mankind may 
be wise enough to let Trade take 
its own Course, find its own Chan- 
nels, and regulate its own Pro- 
portions, etc. Most of Edicts of 
Princes, Placaerts (meaning offi- 
cial licenses and permits), Laws 
and Ordinances of Kingdoms for 
that Purpose, prove political 
Blunders. The Advantages they 
produce not being general for the 
Commonwealth; but particular, to 
private Persons or Bodies in the 
State who procur’d them, and at 
the Expence of the rest of the 
People.” 

Foreign trade and investment 
have always been of great impor- 
tance to the United States, and 
never so vital as today. We have 
survived quite creditably in the 
tides and difficulties of world 
commerce for many years. We 
have been able to do so by rely- 
ing on the individual initiative, 
good sense and enduring respon- 
sibility of our citizens who op- 
erate in foreign trade and busi- 
ness. All of us, I think, can be 
confident that we can continue to 
do so. 
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The State of Trade and Industry 


assembly plants and also at Ford, where parts shortages have im- 
peded assemblies. Detroit Lincoln-Mercury assembly halted at 
noon on Thursday of last week because of a parts shortage, and a 
labor dispute reduced DeSoto output. 


A principal bright spot in the auto industry is the substantial 
production increases shaping up for the month, “Ward’s” said, 
adding, that if last week’s rates are continued the current week, 
and likelihood is that they will be, approximately 418,000 cars 
and 113,000 trucks will have been produced in April. This would 
be the best monthly volume since last August. 


According to the April survey made by the National Associa- 
tion of Purchasing Agents on the general business situation, 
the general outlook continues gloomy. The group noted, in 
its survey, that the expected rise in spring business had failed 
to develop. Reports of production declines by companies out- 
numbered increases two-to-one. Uncertainty caused by the steel- 
labor dispute was cited as one reason for the dark outlook, and 
some increase in defense business has not been sufficient to re- 
verse the business decline recorded since December, the associa- 
tion stated. About 25% of the reporting companies were offering 
items at reduced prices in April. 


Between mid-February and mid-March, the average work- 
week for more than seven million workers in durable goods fac- 
tories declined slightly, though there is usually an increase at this 
time of the year. The Bureau of Labor Statistics said the decline, 
from 41.8 hours to 41.6 hours, reflected “continued slackening in 
the output of consumer goods and building materials and a slowing 
down in the expansion of defense-related activities.” 


The business pace in the United States continued to increase 
slowly in March as materials shortages relaxed, the United States 
Department of Commerce reported. According to officials the re- 
cent improvement in materials supplies has made possible an ex- 
pansion in most types of construction and has brought larger allo- 
cations for the production of consumer durable goods in coming 
months. Defense spending in the March quarter moved up by an 
annual rate of nearly $4,000,000,000. Deliveries of planes, tanks 
and weapons rose to $5,000,000,000—one-third higher than in the 
final quarter of 1951. 


A rise of 0.1% in the cost of living occurred in the month 
ended March 15, the Bureau of Labor Statistics revealed. This 
was the first gain in consumer prices since Dec. 15. They dropped 
in February after leveling off in January. Small increases in rents 


and prices of miscellaneous goods and services were responsible 
for the rise, the bureau said. 


The national oil dispute has reached a point this week where 
the various unions representing the petroleum industry have 
joined forces and have called an industry-wide strike effective 
as of Wednesday. More than 90,000 workers are involved, it was 
reported. The unions are made up of some 275,000 oil workers. 


It has been reported, the unions are demanding a 25 cents an 
hour pay increase. Some plants have made a counter offer of 
about 12 cents. Recent bargaining since the board turned the dis- 


pute back to the parties, probably has narrowed the difference a 
good deal. 


Oil refinery workers, the largest segment of industry em- 
ployees represented by the union coalition, average about $2.12 an 


ae while pipeline employees get considerably less, the report 
tes. 


Steel Output This Week Is Scheduled at 100.6% of Capacity 


How quickly you can get steel depends on what you want, and 
what you want to pay for it. 


If you want large size carbon bars or heavy plates, you’ll have 
to wait awhile. If you want wire or straight chrome grades of 
stainless sheets, just say the word and you’ll get quick delivery. 

On some products, the availability depends on the price you 
want to pay. While some premium price mills are scratching for 
business, the regular price mills can point to full or reasonably 
full order books, states “Steel,” the weekly magazine of metal- 
working, the current week. 

These variations result from the part-defense, part-peace and 
and controlled economy. A change in some of the controls may 
alone alter the demand for a specific product. Take cold-rolled 
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carbon steel sheets, for example, this magazine continues. There 
was a noticeable easing in demand for this product because appli- 
ance sales were slow and automobile production was restricted by 
the government. A few weeks ago the government relaxed the 
restrictions on auto output. Now there’s a stronger demand for 
cold-rolled carbon sheets. 

That strengthening doesn’t extend to cold-rolled carbon strip. 
Rollers of this product are competing keenly for business. 

Hot-rolled carbon sheets continue in tauiriy tight supply, 
largely because some of the continuous sheet mills aré required 
by the government to devote considerable time to rolling light- 
gage steel plate so that the conventional plate mills can spend full 
time on heavy and wide plate, it adds. 


Warehouses continue to note an easing in their business. Their 
steel receipts are improving but their inventories still are not 
balanced. On some products they have become long on supply. 
To move some of these items, price cutting is being resorted to. 
On some of the light flat-rolled products Detroit warehouses are | 
quoting prices considerably below $20 a ton, states “Steel.” 


The easing in the supply of steelmaking scrap continues, it 
notes. Pittsburgh mills now have better scrap inventories than 
they have had for months. In the East, one user quit buying No. 2 
scrap. In the St. Louis area, mills are comfortably fixed with 
30- to 45-day stockpiles. On the West Coast, bundles are a drug 
on the market, and a small mill reduced its buying prices $5 across 
the board for open-hearth grades of scrap. 


The American Iron and Steel Institute announced this week 
that the operating rate of steel companies having 93% of the 
steelmaking capacity for the entire industry will be 100.6% 
of capacity for the week beginning April 28, 1952, equivalent to 
2,090,000 tons of ingots and steel for castings, or an increase of 
0.2 of a point above the previous week’s actual production of 
2,087,000 tons, or 100.5% (actual) of rated capacity. 

A month ago output stood at 102.1%, or 2,120,000 tons. Com- 
parative figures for the like week a year ago were 104.0% of the 
smaller capacity then existing for an output of 2,079,000 tons. 


Car Loadings Advance Due in Part to Heavier Vv! 
Coal and Ore Shipments A 


Loadings of revenue freight for the week ended April 19, 1952, 
totaled 735,097 cars, according to the Association of American 
Railroads, representing an increase of 44,437 cars, or 6.4% above 
the preceding week, due in part to increases in coal and ore load- 
ings following the opening of lake navigation. 


The week’s total also represented a decrease of 74,925 cars, 
or 9.2% below the corresponding week a year ago, but an in- 
crease of 12,409 cars, or 1.7% above the comparable period in 1950. 


Electric Output Turns Upward A 


The amount of electric energy distributed by the electric light 
and power industry for the week ended April 26, 1952, was esti- 
mated at 7,140,000,000 kwh. (preliminary figure) according to the 
Edison Electric Institute. 


The current total was 35,745,000 kwh. above that of the pre- 
ceding week when actual output amounted to 7,104,255,000 kwh. It 
was 466,495,000 kwh., or 6.9% above the total output for the week 
ended April 28, 1951, and 1,237,832,000 kwh. in excess of the output 
reported for the corresponding period two years ago. 


U. S. Auto Output Advanced Further the Past Week 


Passenger car production in the United States the past week, 
according to “Ward’s Automotive Reports,” rose to 98,816 units, 
compared with the previous week’s total of 96,284 (revised) units, 
and 119,347 units in the like week a year ago. 

Passenger car production in the United States advanced last 


week about 3% above the previous week’s figure, setting a new 
high for the year. 


Total output for the current week was made up of 98,816 cars 
and 26,983 trucks built in the United States, against 96,284 cars 
and 25,757 trucks (revised) last week and 119,347 cars and 34,239 
trucks in the comparable period a year ago. 


Canadian output last week advanced to 6,690 cars and 3,280 
trucks, against 6,692 cars and 3,160 trucks in the preceding week 
and 6,631 cars and 2,523 trucks in the similar period of a year ago. 


Business Failures Turn Moderately Lower 


Commercial and industrial failures decreased to 168 in the 
week ended April 24 from 188 in the preceding week, Dun & 
Bradstreet, Inc., states. While casualties remained above the com- 
parable 1951 total of 162, they were down moderately from the 186 


ee in 1950 and off 48% from the prewar level of 326 
n . 


Failures involving liabilities of $5,000 or more dipped to 127 
from 152 last week, but continued slightly above the 125 for this 
size group a year ago. An increase, on the other hand, took place 
among small casualties, those with liabilities under $5,000; they 


rose to 41 from 36 and exceeded their total of 37 in the similar 
week of 1951. 


All industry and trade groups except commercial service had 
a decline in failures during the week. Contrary to this decline, 
commercial service casualties climbed to 1$ from 8 in the previous 
week. Mortality in this line and in manufacturing was heavier 
than a year ago and both construction and wholesaling held steady 


with the 1951 level, while the only decline from last year appeared 
in retail trade. 


Six of the nine major geographic regions reported weekly 
decreases in casualties. The major portion of the week’s decline 
centered in the Pacific States. In the Middle Atlantic and East 
North Central States failures rose. More businesses failed than 
last year in the New England, Middle Atlantic and Mountain 
States. While no change took place in the West South Central 
States, the five other regions had lower mortality than in 1951, 
with a marked decline in the East North Central States, 


Wholesale Food Price Index Declines Sharply in Week 


Food prices in primary wholesale markets resumed their 
downward course last week following the steadying movement of 
a week ago. This was reflected in a drop of 6 cents in the Dun & 
Bradstreet wholesale food price index, bringing the April 22 figure 
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to $6.31, a new low since July 11, 1950, when it stood at $6.28. 
The current level represents a decline of 5.0% from $6.64 at the 


beginning of this year, and is 11.9% below the $7.16 of a year ago 
at this time. 


The index represents the sum total of the price per pound 
of 31 foods in general use and its chief function is to show the 
general trend of food prices at the wholesale level. 


Wholesale Commodity Price Index Hits New Low for Year 


The decline in the general commodity price level was some- 
what accelerated last week. The daily wholesale commodity 
price index, compiled by Dun & Bradstreet, Inc., dropped from 
300.61 on April 15 to 297.61 on April 21, a new low for the year, 
and closed at 297469 on April 22. The latest figure compares with 
322.93 at this time a year ago, or a decrease of 7.8%. 


Grain prices moved generally lower the past week. There 
was considerable liquidation and selling in all markets largely 
influenced by favorabe weather and crop news, weakness in out- 
side markets, and reports of progress in ceasefire negotiations in 
Korea. Wheat fallied slightly early in the week on stepped-up 
flour business, but failed to hold the-gains. Export trade in wheat 
continued slow although clearances reached about 10,000,000 
bushels, bringing the total for the season up to approximately 373,- 
000,000 bushels. Liquidation in corn futures was heavy. Limited 
eastern shipping demand and the continued unfavorable hog-corn 
feeding ratio were depressing influences in that grain. Oats de- 
clined along with other grains under pressure of further imports 
of Canadian oats. 


Activity on the Chicago Board of Trade increased sharply last 
week as the result of liquidation in various grains. Average daily 
purchases of all grain futures totaled about 40,000,000 bushels, 
comparing with 24,000,000 the previous week, and 25,000,000 in 
the same week a year ago. 

Business in the domestic flour market picked up last week 
as some leading chain bakers booked substantial quantities of hard 
Winter wheat types against May and June needs. Activity in 


Spring wheat flours was fair while other flours met with very. 


limited demand. Export inquiry for flour was very quiet. Trad- 
ing in cocoa was quite active with spot prices nominally main- 
tained at the ceiling level of 38% cents a pound. Warehouse 
stocks, totaling 93,868 bags, were down from 97,841 a week ago, 
and compared with 123,491 a year ago. 


The domestic and world sugar markets developed a firmer 


tone, aided by a favorable statistical position and talk of price 
controls in Cuba. 


Slow demand for lard and vegetable oils resulted in a further 
lowering of prices. Hog values finished somewhat higher aided 
by a more active and stronger pork market. 


Spot cotton prices moved steadily downward last week, largely 
reflecting continued slowness in textiles and weakness in securities 
and other markets. Inquiries were fewer and demand was more 
selective with mills confining their buying to cover nearby needs. 
Mill consumption of cotton continued at a lower rate and there 
were reports of further actual and pending curtailment in opera- 
tions. Daily average mill consumption, according to the Bureau 
of the Census, fell to 36,800 bales during March, compared with 
39,100 bales per day during February, and 45,200 bales during 
March a year ago. 


Trade Volume Held Unchanged From Level of a Week Ago 


Despite mild weather and many attractive promotions, retail 
trade in the period ended on Wednesday of last week held at 
about the level of the prior week, according to Dun & Bradstreet, 
Inc. Floods in the Midwest and uncertainty on the labor front 
adversely affected the receipts of many retail merchants. 


There was a continued narrowing of the year-to-year gain in 
retail trade which has prevailed in recent weeks. Most shoppers 
remained quite bargain-conscious. 


Total retail sales volume in the nation for the period noted 
was estimated by Dun & Bradstreet to be from 1% below to 3% 
above the level of a year ago. Regional estimates varied from 
the comparable 1951 levels by the following percentages: New 
England and Northwest —2 to +2; East 0 to —4; South and South- 
west +3 to +7; Midwest —1 to —5, and Pacific Coast +2 to +6. 


The usual post-Easter lull in the demand for apparel was 
alleviated slightly last week by many reduced price promotions 
of seasonal goods. The most noticeable current rises were in the 
purchasing of shoes, haberdashery and budget dresses. Retailers 
sold about as much apparel as during the similar week a year 


earlier. Rising temperatures in some sections lifted the sales of 
sportwear. 


Trading activity in many wholesale markets in the period 
ended on Wednesday of last week recovered perceptibly from the 
holiday-reduced level of the prior week. However, the total dollar 
volume of wholesale orders was not quite as high as during the 
similar 1951 week. Merchants turned their attention increasingly 
to promotional goods for the coming Summer season. 


Department store sales on a countrywide basis, as taken from 
the Federal Reserve Board’s index for the week ended April 19, 
1952, declined 1% from the like period of last year. In the 
preceding week an increase of 11% was registered above the like 
period a year ago. For the four weeks ended April 19, 1952, sales 
advanced 7%. For the period Jan. 1 to April 19, 1952, department 
store sales registered a decline of 7% below the like period of 
the preceding year. 


Retail trade in New York the past week dropped about 7% 
below the level of the dollar volume for the comparable period a 
year ago. The new 3% sales tax which went into effect on May lI, 
1951, spurred purchases of high-value items in the week prior to 
its imposition. 

According to the Federal Reserve Board’s index, department 
store sales in New York City for the weekly period ended April 19, 
1952, decreased 4% below the like period of last year. In the pre- 
ceding week no change was recorded from that of the similar 
week of 1951, while for the four weeks ended April 19, 1952, an 
increase of 2% was registered above the level of a year ago. For 
the period Jan. 1 to April 19, 1952, volume declined 11% under 
the like period of the preceding year. 
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‘The Security I Like Best 


kets have approached the vanish- 
ing point, yet today the company 
has grown to be the second largest 
in the entire chemical field and 
probably the world’s leading fac- 
tor in high temperature metal- 
lurgy. I know of no company 
that has done as well in pioneer- 
ing a stream of new products and 
developing them for worldwide 
markets as has Union Carbide. 


To my mind, the various divi- 
sions have to their credit more 
“firsts” than any company I can 
think of. Besides being the first 
in the United States to make car- 
bon and graphite electrodes and 
acetylene gas, they were the first 
to utilize the liquid air develop- 
ments of Europe, giving us the so- 
called compress industrial gas 
industry. Leadership in this field 
has always been retained, and 
Carbide’s Linde division is today 
the greatest factor in oxygen, 
acetylene and other gaseous tools 
of industry, and medicine. By the 
time the arc lamps became obso- 
lete, the company had converted 
its knowledge of electrodes into 
making itself the first and great- 
est producer of dry cells in the 
country. For a time there was at 
least one dry cell in every tele- 
phone and automobile in the 
United States and so “Eveready” 
was well prepared when the great 
era of radio arrived. Its batteries 
are today being used throughout 
the world and form the very foun- 
dation of the portable radio. This 
experience in carbon manufacture 
makes it the leading manufacturer 
of gigantic electrodes invisibly 
consumed by the ton in almost all 
branches of electrometallurgy and 
electrochemisty. 


It was Union Carbide who first 
had the foresight to see the pos- 
sibilities in the $2 billion petro- 
chemistry market. Way back in 
1920 this company used natural 
gas and cracked petroleum as 
building blocks to create new 
products which at that time had 
no use whatsoever. However, by 
promoting the use of these new 
low-cost chemical creations, Car- 
bide sparked a host of new indus- 
tries. For example, Carbide’s 
“Prestone,”’ the first permanent 
anti-freeze, was the first of a type 
which now dominates the market. 
Its abundant and cheap acetic 
acid gave a great impetus to ace- 
tate rayon manufacture. The in- 
terminable procession of new 
products streaming from _ these 
low-cost raw materials has now 
reached 350. The company was 
the first to locate itself adjacent 
to the large oil refineries in In- 
diana and Texas in order to be in 
a g00d position to absorb the 
almost worthless’ by - products 
which the oil companies were 
merely using for fuel. Here Car- 
bide perfected the separation of 
propane and butane gases which 
were the genesis of the L. P. gas 
industr;, and its Pyrofax was the 
first bottled gas offered to the 
householder. 


The most recent evidence of 
Carbide’s genius in the techno- 
logical field has been its expan- 
sion in plastics. The company 
acquired Bakelite as early as 1939 
and now is undoubtedly the coun- 
try’s leader in this most promising 
branch of chemistry, and through 
this division Carbide makes more 
plastic raw materials and more 
kinds of plastics than any other 
company. 


A number of other U. S. “firsts” 
can be credited to Carbide. For in- 
stance, Columbium bearing stain- 
less steels, synthetic sapphires, 
commercial synthetic pyrethrum, 
vinylite plastigels, and the pro- 
cesses of flame conditioning of 
steel and jet piercing of rock. 
Many of these are too technical 
to be understood by average in- 


vestors, but to the engineer they 
are very significant. 


While petrochemistry has been 
the “glamour girl” of the chemical 
industry, and now that almost 
every other chemical company in 
the country has gone into it, Car- 
bide is ready to make a step be- 
yond. Just as the rising cost of 
natural gas and petroleum begins 
to ghreaten the profits in this in- 
dustry, we find Union Carbide put- 
ting over $10,000,000 into a plant to 
use coal as the raw material for 
a new supply of many other new 
low-cost chemicals, The methods 
of distilling coal and manufactur- 
ing coke have changed little in 25 
years. While it is true chemicals 
have been produced in these oper- 
ations in a rather crude and old- 
fashioned way, Carbide has been 
experimenting with modern tech- 
niques and seemingly is about to 
open the door on a proliferation 
of low-cost carbon chemicals 
known as the “aromatics.” The 
high cost of many of these has 
been holding up the economic 
development of artificial fibers, 
en detergents and medici- 
nals. 


In anticipation of a growing 
need for low-cost power and heat 
the company has in recent years 
acquired a large acreage of strip- 
ping coal lands in Ohio on the 
edge of which a $100,000,000 alloy 
plant has been located, and Car- 
bide again seems to be ready to do 
some brilliant pioneering in cost 
reduction in alloys for the benefit 
of the public and its stockholders. 

To my mind, Union Carbide 
represents the acme of applied 
science, at least in the fields of 
chemical and metallurgical engi- 
neering. The persistent ability 
shown to overcome obsolescence 
and this impressive record of 
“firsts” proves to me that this 
company not only keeps itself 
abreast of constant technological 
changes, but is a leader in ap- 
plying them commercially. This 
record of aggressive leadership 
impresses me more than the ar- 
rays of statistics of a company’s 
past which are conventionally used 
to prove up a good investment. 
In spite of the fact that the com- 
pany keeps itself in the vanguard 
of engineering progress, its di- 
rectors have always financed this 
progress conservatively and at the 
same time reimbursed the stock- 
holders generously and steadily. 
Most companies seem to fall down 
in one of these three essentials to 
a satisfactory investment. Unlike 
certain other technologically pro- 
gressive companies, Carbide has 
not overreached itself to the point 
where its finances could not keep 
up with its research, thus putting 
dividends in jeopardy in the event 
of a depression. For that reason I 
think this stock makes a perfect 
long-pull investment for those 
whose objective is to place their 
funds so that they can safely par- 
ticipate in the future growth of 
science. 


Canadian Fund Stock 
At $12.75 per Share 


Kidder, Peabody & Co. and 
Dominick & Dommick headed a 
nationwide group of 101 under- 
writers which offered yesterday, 
April 30, an initial issue of 900,000 
shares of $1 par value capital stock 
of Canadian Fund, Inc., a new 
investment company organized to 
provide a medium for diversified 
investment in Canada. The price 
per share is $12.75 for sales in 
single transactions involving less 
than $25,000. The price per share 


for sales in transactions involving 
$25,000 or more is less than $12.75 
per share. 
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Canadian Fund, incorporated im 
Maryland on March 5, 1952, is a 
diversified investment company 
presently of the closed-end 
It will become an open-end 
vestment company after comple— 
tion of this offering. ’ 

The fund has already appli. 
to the Securities & Exchange 
Commission for an exemption 
order permitting it to convert 
from a closed-end to an open-end 
type investment company witheut 
the vote of a majority of its out— 
standing voting securities. The 
fund also filed a _ registration 
statement on April 16 covering 
1,700,000 shares of its $1 par value 
capital stock. 

Upon becoming an open-end 
investment company, the invest— 
ments of Canadian Fund, Inc., will 
be under the supervision of Calvix 
Bullock, established in 1894, the 
oldest firm in North America now 
specializing in investment com- 
pany management. Other invest- 
ment companies under Calin 
Bullock management are: Cana— 
dian Investment Fund, Ltd.; Bul- 
lock Fund, Ltd.; Carriers & 
General Corp.; Dividend Shares, 
Inc., and Nationwide Securities 
Co., Inc. 


Southwest Natural 
Gas Stock Offered 


W. E. Hutton & Co. and Craig-— 
myle, Pinney & Co. jointly headed 
an investment group which of- 
fered for public sale yesterday 
(April 30) 500,000 shares of South— 
west Natural Gas Co. common 
stock (par 10 cents) at $7 per 
share. 

Of the 500,000 shares being of— 
fered, 330,000 are being purchased 
from the company, and 170,000 
are issued and outstanding and 
are being purchased from certain 
selling stockholders. The com-— 
pany intends to advance approxi-— 
mately 75% of the proceeds from 
the sale of the 330,000 shares to 
its wholly-owned subsidiary, 
Southwest Natural Production Co., 
for the acquisition of additional 
leases and the drilling of addi-— 
tional wells, and to use the balj-— 
ance of the proceeds for drilling 
additional wells on its own leases 
and for working capital and gen-— 
eral corporate purposes. 


Bankers Offer Rainbow 
Oil Stock at $71 a Sh. 


A total of 350,000 shares of 
capital stock of Rainbow Oil Lim- 
ited is being sold publicly today 
(May 1). Hayden, Stone & Co. 
and T. H. Jones & Co. head an 
investment group which is offer- 
ine 323.000 of the shares in the 
United States at a price of $7.50 
per share. The remaining 27,000 
shares are being offered by a@ 
group of Canadian underwriters. 

Part of the proceeds will be 
used to retire bank notes aggre- 
gating approximately $450,000 
which had previously been issued 
for acquisition and development 
of oil lands. The balance will be 
added to general funds and be 
available for development of the 
company’s Alberta properties, the 
acquisition and development of 
other properties and the acqui- 
sition of oil and gas rights in un— 
proven acreage through a lease— 
hold syndicate. 


With Courts Co. 
(Special to Tue Financia CHRONICLE) 
ATLANTA, Ga.— Barham 
Banks, Jr., is with Courts & Co. 
11 Marietta Street, N. W., mem- 
bers of the New York Stock Ex- 
change. 


J. F. Reilly Wire to 
Wright in Philadelphia 
J. F. Reilly & Co., Inc. @& 
Broadway, New York City, an- 
nounce that their direct private 
wire to Philadelphia is now with 
Arthur L. Wright & Co. Inc, 
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Prospectus upon request from 
your investment dealer, or from 


NATIONAL SECURITIES & 
RESEARCH CORPORATION 
420 BROADWAY, NEW YORK 5, N. Y. 























-so " prospectus from 
your aeneae dealer 


PHILADELPHIA 2, PA.) 











PUTNAM 
FUND 


of Soston 


Putieam Porn Distaisutors, ee. 
50 Stace Street, Boston 

















Investment Fund 


For a free prospectus write 
your investment dealer or 


CALVIN BULLOCK 
Established 1894 
One Wall Street New York 
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Investment Fund 


Prospectus may be obtained 
from investment dealers or 


THe PARKER CORPORATION 
200 Berkeley St., Boston, Mass. 
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Mutual F unds 

















By ROBERT R. RICH 








Exchange Members to Tighten Sales Requirements 

Leading Stock Exchange firms with large fund retailing 
departments are seeking ways to tighten training requirements 
for mutual funds salesmen. Exploratory talks are planned with 
the National Association of Securities Dealers in order to secure 
its cooperation, so that the requirements will be standard for 
non-member firms. Stock Exchange firms, for their part, will 
press for a stricter examination for mutual funds salesmen. 


if present plans are successful, strict and standardized exam- 
inations for ‘all mutual funds salesmen following’ exhaustive 
training program, will be@ the rule. Objective is to créate an 
impenetrable barrier against the few individuals trying to sub- 
vert the selling of mutual funds into an “easy money” game for 
themselves. 


American Business Shares to Merge 

American Business Shares and Union Trusteed Funds applied 
to the Securities & Exchange Commission for an exemption order 
permitting the transfer or sale of Union assets to American Busi- 
ness Shares in exchange for the latter’s capital stock at net asset 
value plus a small amount of cash, both to be given to Union’s 
shareholders. Deadline for requested hearings was April 28. 

Union now has five authorized classes of capital stock with 
total net assets on March 28 of $3,322,000. There has been no 
offering to the general public of Union’s shares in recent years, 
when redemptions have been principally responsible for the grad- 
ual decline in its assets. Total net assets of American Business 
Shares were nearly $34 million on Dec, 31, 1951. 


New Sales Guides for Fund Retailers 

Wellington Fund released this week two new and substantial 
sales aids for mutual fund retailers. The first, written by A. J. 
Wilkins, is a 24-page short course in selling techniques, entitled, 
“Guide for Selling Wellington Fund Shares.’ The analysis of 
selling techniques is said to be so thorough and detailed that it 
has application to the whole broad field of selling. How to get 
prospects, use literature and direct mail are generously treated at 
the common sense level. 

The second booklet is a 12-page visual “Sales Aid Brochure,”’ 
to supplement a retailer’s direct selling during an interview. Both 
are available without obligation from Wellington Fund, 1420 
Walnut Street, Philadelphia 2, Pa. 


The Case Against Mutual Funds 


A. W. Benkert & Co., 70 Pine Street, New York City, is be- 
lieved to be the first securities firm to prepare a “written case” 
against mutual funds. The house, in a four-paged, single-spaced 
printed memorandum said, “From discussions with owners of 
mutual shares we have found that almost none knows just what 
he owns. In the great majority of instances, funds were trans- 
ferred to specific issues when the facts were known.” 


The memorandum, entitled, “Debunking the Open-End Mutual 
Fund,” said diversification was a fallacy because “individual oil 
stocks far outstripped investment trust shares.’”’ Some of the best- 


known and most ably managed closed and open-end investment 
companies were included in various statistical comparisons. 

The firm, which has 45 salesmen, would not say how extensive 
distribution of the memorandum has been so far. 


Retailer Mails Successfully to Theater List 

A New York mutual fund retailer is now following up a suc- 
cessful test mailing to a list of “theater patrons.” Most addresses 
in the list of 33,000 names are in the metropolitan New York and 
surrounding areas. The list includes regular theatergoers who 
have attended productions like “Gigi,” “The Moon is Blue,” and 
the “Cleopatras” with Olivier and Leigh. Currently, new names 
are being added at the rate of two to three thousand weekly. 





Shtem = 2 - ce 2a we 
OPEN-END INVESTMENT COMPANY STATISTICS 
For the period ending March 31, 1952 
103 Open-End Funds 


(000’s omitted) 
Total Net Assets 


Mar. 31,52 Dec. 31,’51 Mar. 31,51 

45 Common Stock Funds... $1,716,170 $1,591,515 $1,302,271 

32 Balanced Funds - 1,016,644 942,087 781,960 

26 Bond & Specialty Funds_ 625,762 596,027 579,524 

103 Total _ $3, 357, 576 $3,129,629 "$2, 663,755 
Sales 


Ist Qtr. 1952 4th Qtr. 1951 Ist Qtr. 195f Full Yr. 1951 











45 Common Stock Funds $91,551 $104,327 $75,642 $320,615 

32 Balanced Funds____~ 68,943 60,203 57,637 223,436 

26 Bond & Specialty Funds_ 37,740 29,509 44,417 130,559 

103 Total eS $198,234 $194,039 $177,696 $674,610 
Repurchases 


Ist Qtr. 1952 4th Qtr. 1951 Ist Qtr. 1951 Full Yr. 1951 





45 Common Stock Funds____ $20,155 $30,589 $36,090 $138,121 

32 Balanced Punds_________ 11,143 11,667 15.075 55.368 

26 Bond & Specialty Funds_ 17,497 19,894 53,304 128,061 

103 Total Ss tes Ca de Bd Ge $48,795 $62,150 $104,469 $321,550 
Net Sales 


Ist Qtr. 1952 4th Qtr. 1951 Ist Qtr. 1951 Full Yr. 1951 





45 Common Stock Funds____ $71,396 $73,738 $39,552 $182.494 

32 Balanced Punds_____ 57,800 48,536 42,562 168.068 

26 Bond & Specialty Punds_ 20,243 9.615 —8,.887 2.498 

“103 Bee scipeleeekewt $149,439 $131.889 $73,227 $353,060 
Seurce: National Association of Investment Companies 
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All listings are quarterly payments from net inves 


INVESTMENT COMPANY DIVIDEND ANNOUNCEMENTS 








rsday. May 1, 1952 


tment inoorwe 


unless otherwise noted. 


Fund— 


American Business Shares____-_-- 


Canadian Internationa! Investment 


Trust Limited, 5% preferred*-_-_ 


Dominion Scottish Investm’t Ltd.— 


Common (initial) __....------ 
5% preference -.........-----< 


Investment Foundation, Ltd.— 


6% convertible preferred (quar.) 


Knickerbocker Fand— 


Beneficial interest series___--- 
Mutual Shares Corp.________-_--- 
National Securities & Research— 

Balanced series____________--- 

Preferred stock series______-_-- 

ERE SEE ee ea ee 


Serected group series_-_ 
*Payable in 
Non-resident tax 15%: 


Canadian funds; 
resident tax 7%. 


Div. Per Apprex. When Helders 
Share Bid Price Payable Of Record 
4c $3.98 5-20 5- 2 
$1.25* en 6- 2 5-15 
65c* nine 5-30 5-22 
62 4ec* clenie 5-39 5-22 
75¢ edbep 7-15 6-16 
10c 6.05 5-20 4-30 
$1.50 13.45 12-30 12-29 
10¢ he ra 5-15 4-30 
16c 7.54 5-15 4-30 
8c 5.56 5-15 4-30 
5c 4.95 5-15 4-30 
tax deductions at the source. 


Mutual Fund Notes 


RESOURCES OF CANADA In- 
vestment Fund, Ltd., has filed an 
application with the Securities & 
Exchange Commission permitting 
it to register as an investment 
company under the Investment 


_. Company Act of 1940. 


The fund was organized in Can- 
ada in March, 1950, in order io 
invest primarily in the securities 
of Canadian issuers. 

For the SEC to issue such an 
order, it must find that it is both 
legally and practically feasible to 
enforce the provisions of the In- 
vestment Company Act against 
such a company and that the issu- 
ance of the order 4s also consistent 
with the public interest and the 
protection of investors. 

A hearing for the purpose of 
taking evideneesis scheduled for 
May 1, 1952. ‘ 

Resources of Ganada Fund pro- 
poses to enter into an investment 
advisory contraet with Savard, 
Hodgson &*€ompany and an un- 


DOGOGEREROGOOGREECOOGUOCDOCTESEGCIOTETOHEEEEL 


headed the paper’s Investor Serv- 
ice Department, the daily column 
will attempt to supply answers to 
questions concerning the stock 
market. The column will en- 
deavor to sweep aside some of the 
“mystery” that surrounds the 
world of finance, it is reported. 


A COMPARISON of top selections 
of common stocks by common 
trust funds of banks and trust 
companies with top selections of 
mutual funds reveals Union Car- 
bide and Carbon as most popular 
among the trust funds and Gen- 
eral Electric among mutual funds. 
The favorite 50 
trust funds include 26 not held in 
the mutual funds’ first 5), “Trusts 
and Estates’ magazine declares. 


Changes in common trust fund 
portfolios during the past year 
were most apparent in the field of 
gas and oil and in the financial 
group. Evidenee of widespread 


in the common . 





derwriting -cornmtract’ with Recan 
Securities Distributors, Ltd., woth 
Canadian corperations. 

The fund also plans to appol 
a reputable underwriter to serve 
as exclusive agent of the princi- 
pal underwriter on shares offered 
for sale in the United States. 

It is expected that the Bank of 
Montreal and Bank of Montreal 
Trust Company will be appointed 
as co-custodians*ef the securities 
and cash undef an agreement 
which will provide among other 
things, that ass@ts -have a cash 
value at least @qgual to the net 
asset value of sAgres held by per- 
sens-resident in fhe United States. 

Bank of Montréal Trust may be 
appointed as at for the service 
of any subpoeng or other process 
directed agains#the fund, its in- 
vestment advi »principal under- 
writer and.Jd..Emest Savard, Vice- 
President. fr 
















THE CHICAG@ “Herald-Ameri- 

~ gw daily series, the 
© for Women,” on 
its financial page this week, ac- 
cording to thes 
magazine, “Fa 

Conceived b 
“Herald-Ameri 
tor, and writt 


woman i writ 


© Hal Thompson, 
” financial edi- 
by Helga Dahl, 
who formerly 


4 Schedule of Broadcasts 


\... Om Mutual Funds 


| The following programs will 
originate on Station WOR 
from 10:15-10:30 a.m. on | 
the date indicated: 


} 
May 4: Hugh Bullock, President 


of Calvin Bullock, ‘‘Collective In- 
vesting.”’ 
May 11: George Putnam. Partner 


of Putnam Management Co., “The * 
Prudent Man ani The Prudent In- 
stitution.”’ 


May 18: Henry J. Simonson, ZJr., 
| Chairman of National Securities & 
| Research Corp., “The Business Out- | 
look.”’ 
! May 25: Herbert R. Anderson, 
President of Distributors Group, 
Inc., “When Are Common Stocks 
Too High?" 
June 1: Merri!] Griswold 
} man of Eoard of Trustee 
chusetts Investors Trust, 
Your Money.” 
June 8: Fred E. Brown, Jr., Vice- 
President of the Union Service Cor- 
poration Group_of-Investment Com- 


Chair- 
Massa- 
Investing 





panies, “Choosing Your Invest- 
ments.” 

Othcr Guests: E. W. Ave, E. W. | 
Axe & Co.;..Edward Johnson, II, | 


Fidelity Management & Research 
Co.; James H. Orr, Colonial Man- 
agement Association; S. L. Sholley, 
The Keystone Co. of Boston. | 
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New York - 





Lorb, ABBETT & Co. 


Chicago —_ 


Affiliated 
Fund 


Prespectus upon request 


Atlanta _ Los Angcles 
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United SCIENCE Fund 
United INCOME Fund 
United ACCUMULATIVE 
Fund 


Through Periodic Investment Plans 


Prospectus from your 
Investment Dealer or 


WADDELL & REED, INC. 


Principal Underwriters 
40 Woll St. 


Satateds Nahata 
~*~ 


1012 Baltimore Ave. 
Kansas City, Mo. 











THE FULLY 
ADMINISTERED 
| FUND 


OF 
Group SECURITIES, INC. 


A Balanced Fund 








A PROSPECTUS ON REQUEST 
from your investment dealer or 
Distributors Group, Incorporated 
63 Wall Street, New York 5, N. Y. 





























Keystone 
Custodian Funds 


BOND, PREFERRED AND 
COMMON STOCK FUNDS + 


The Keystone Company 

50 Congress Street, Boston 9, Mass. 
Please send me prospectuses describing 

your Organization and the shares of your 

ten Funds. ~-38 



























the Right 
Mutual Fund 


There are different 
Mutual Funds to meet nearly every 
investment objective. Our Income 
Planning Guide enables us to present 
you with a Mutual Fund program that 
meets your individual needs. To re- 
ceive it and a Free copy of our Mutual 
Fund booklet, mail this advertisement 
with your name and address. 


Mutua! Fund Department 


Kidder, Peabody & Co. 


Founded 1865 
Members New York Stock Exchange 
Uptown Office 10 E. 45th St., N.Y. 17 
MU rray Hill 2-7190 


CF-3 


jwere held by 
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independent judgment was re- 
.vealed in the fact that 30 stocks 
three funds 
66" by © ds and 161 
stocks appeared in only one fund. 
Fifty new common stocks showed 
up in the combined portfolios, 
most of them being added by just 
one fund and none of them by 
more than two. 


RETAIL PRICES paid for cost-of- 
living items declined by 0.3% 
over the month ending March 15. 
Robert R. Behlow of the Bureau 
of Labor Statistics said that this is 
the second consecutive month that 
prices have registered a decline. 


Although the March 15 level of 
182.4% of the 1935-39 average is 
1.0% below the all-time high re- 
corded in December of last year, 
retail prices are now 1.1% above 
a year ago and 9.2% higher than 
in June, 1950. 


PERSONAL PROGRESS 


ELECTION OF Frederic C. Col- 
trin, Robert G. Frank, Richard M. 
Groves and Forest G. Thorne as 
Resident Vice-Presidents of Hugh 
W. Long and Company was an- 
nounced Wednesday by Hugh W. 
Long, President. 

Mr. Coltrin has been with the 
Long organization since 1948; his 
headquarters are in San Fran- 


cisco. Mr. Frank who has been 
with the company since 1947 
makes his headquarters in Los 


Angeles. 


Mr. Groves whose office is in 
Atlanta has been associated with 
the Long Company since 1949. Mr. 
Thorne has been connected with 
the organization since 1947 and 
has his headquarters in Chicago. 


NEW PROSPECTUSES 


CHEMICAL FUND'S prospectus of April 4, 
1951, was revised on April 25, 1952. Write 
39 Broadway, New York 6, N. Y. 


DODGE & COX'S latest prospectus is 
dated April 16, 1952. Available from Millis 
Tower, San Francisco, Calif. 


FUNDAMENTAL INVESTORS has _pre- 
pared a new prospectus for dealers, dated 
April 16, 1952. Available from 48 Wali 
Street, New York 5, N. Y 


HAMILTON FUNDS, Inc., newest pros- 
pectus has an effective date of March 14, 
1952. Prospectus. of. Fund Peri- 
odic Investment Plan was also released 
on that date. Available from Hamilton 
Management Corporation, Box 4210, Den- 
ver 9, Colo. 


PINE STREET FUND'S prospectus of 
Feb. 27, 1951, was amended on March 27, 
1952. Street, 


Obtainable from 20° Pine 
New York 5, N. Y. 


SEC REGISTRATIONS 


CANADIAN FUND, a New York investment 
company ‘organized to provide a medium 
for diversified investment in Canada,”’ on 
April 16 filed a registration statement with 
the Securities and Exchange Commission 
covering 1,700,000 shares of its $1 par 
value stock. 


HUDSON FUND on April 17 filed a regis- 
tration statement covering 200,000 shares 
of capital stock to be offered through 
Hudson Fund distributors. 


MUTUAL INVESTMENT FUND on April 21 
filed with the SEC on $1,200,000 period 
payment plan certificates (DM); $3,000,000 
period payment plan certificates (DMN), 
and $600,000 single payment plan certifi- 
cates *+DMP;}. Mutual Management Com- 
pany, New York, is manager of the fund. 


NATION-WIDE SECURITIES on April 21 
filed with the SEC covering 200,000 shares 
of capital stock. Calvin Bullock is dis- 
tributor. 


TEMPLETON & LIDDELL Fund on April 
17 filed a registration statement with the 
SEC covering 20,000 shares of common 
capital stock 


NESTOp, 


« 
parr = alll \ 
70cK Fue” 


ovestors 


STOCK FUND 


Notice of 27th Consecutive Dividend. 


The Board of Directors of Investors 
Stock Fund has declared a quarterly 
dividend cf eighteen cents per share 
payable on May 21, 1952 to share- 
holders of record as of April 30, 
1952. 


H. K. Bradford, President 


—/ A 
Yestors STOCK FUND 


Minneapolis, Minnesota 
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“LOSED-END INVESTMENT COMPANY STATISTICS 
For the quarter ending March 31, 1952 


Investment Company— 


Non-Leverage, General Portfolio Type: 


Adams Express 
American International 


Consolidated Investment Trust 
Insuranshares Certificates 
Lehman Corporation 


Shawmut Association 


Boston Personal Property Trust 
Connecticut Inv. Mgt. Corp.___ 


National Shares Corp._________ 
Niagere Share “B”___...______ 


Non-Leverage, Specialized Portfolie Type: 


National Aviation 


Conservative Leverage Type: 
American European 
Carriers & General 


Overseas Securities 


Medium Leverage Type: 
Capital Administration A 
Equity Corporation 
General Public Service 


High Leverage Type: 


Capital Administration B______ 


Central-LIllinois Securities 
North American Investing 
Pacific-American Inv. 
Tri-Continental Corp. (x) 


Options: 
American Superpower 
Tri-Continental Warrants 


a Mcan between bid and asked prices. 
b-f Plus following amounts paid from realized capital 
b 54 cents; c 81 cents; d13 cents; e $3.58; f $1.64. 


gains: 
g After deducting $1.90 a share for 
ciation taxes. 
h After deducting $1.34 a share for 
ciation taxes. 


j Plus $1.53 paid from realized capital gains. 
k Plus 50 cents paid from realized capital gains. 


m-p Plus the following amounts paid from realized 
m $1.72; n $2.18; o $4.12; p85 cents. 


q After deducting $4.98 a sNare reserve for taxes on 


capital gains: 


unrealized appreciation. 


ae Gree Ge cos 
General American Investors (y) 


U. S. & International Securities 


Market Approximate 
Price Net Assets 
Mar. 31 Per Share 

Momnation 3342 $42.03 
in seaetetinteiseatt 22 27.76 
Ter 26% 31.91 
atime cnn a4ts 5.62 
idiiagummaiana a 29% 31.55 
Gutadeanhae al3% g 14.88 
aL Eire; fe Y 79 73.74 
pnauaitebun 33 37.81 
thicestemmins 165% h 25.44 
a 193 30.08 
an ieienandil a92% 141.93 
betontbe Gites 20% 22.72 
bE eee 22% 27.25 
a atetiaaeiiiinantl 315g 36.34 
soot eel al2% 15.76 
ala teenie a3 5/16 4.01 

Me NBR ak 28% 27.90 
PS 1 ae al9% 16.02 
halla, Le é 20 24.29 
‘oiainatlitibieaitihil 23% q-r 38.05 
eS albiils aitm 1% 3.09 
GE. Tat ae 312 4.59 
ne ee Eee 72 93.97 
Pe eh a" a 4% u 4.62 
pple ke 44 5.17 
poe a kyla Ain ge a 10% 13.00 
nant At hs a5% 6.47 
Seat le 15 v 23.98 
wee 9% 12.60 
sentille citjuiiitives 1 bide 
Se ee 415 isle 


FOOTNOTES: 








remaining assets. 
unrealized appre- 


Dividend 


Disct. or Latest First Quarter 
Premium Fiscal Year Price Range 
—20.3% b$1.59 35% -30% 
—20.7 ¢ 1.03 2212-20%, 
—18.1 1.40 28 -25 
—26.6 d 0.27 Unlisted 
— 53 1.50 Unlisted 
—11.0 0.32 134%2-11% 
+ 7.1 e 2.26 80 4%4-70% 
—12.7 £1.15 33 -30% 
—34.7 0.64 1855-16 
—35.6 0.87 20 -17% 
—35.0 2.75 93 -88 
— 8.1 j 0.87 22% -20% 
—16.1 k 1.15 2334-20 % 
—13 m 1.11 32 -29% 
—23.1 1.00 124%2-10% 
—17.4 0.25 3%- 3 
+ 3.5 n 0.70 29 -26% 
+24.1 o 0.63 2056¢-17% 
—17.7 p 1.05 20%4-19% 
—37.3 1.35 24%-21% 
—43.4 0.15 1l%- 1% 
—22.6 s 0.15 3%- 33% 
—23.4 t 1.92 72%4-54% 
— 5.3 0.35 Unlisted 
—20.2 None 4\%- 3% 
—20.2 None 13%-10% 
—15.0 w 0.26 Unlisted 
_—37.4 0.95 15%-13% 
—24.6 None 956- 7% 
ve waa 1%- % 
outtite adem 434- 3% 


r Entitled in liquidation to $20 per share in preference 
to class B stock and thereafter, 


as a class, to 70% of 


S Plus 15 cents paid from realized capital gains. 


t Plus $2.58 paid from realized capital gains. 


unrealized appre- 


u After deducting $1.27 a share reserve for taxes on 


unrealized appreciation. 


v After deducting $3.43 a share reserve for taxes on 
unrealized appreciation. 

w Plus 59 cents paid from realized capital gains. 

x Each perpetual warrant entitles holder to purchase 
1.27 shares Tri-Continental common at $17.76 a share. 

y Leverage of preferred stock offset by holdings of 


government securities. 
Source: National Association of Investment Companies. 











Railroad Securities 














Favorable Outlook for Rail Securities 


In the last couple of weeks the 
railroads have definitely assumed 
command of the stock market. 
Uncertainties in the overall eco- 
nomic picture, aggravated by un- 
easiness over the implications of 
government seizure of the steel 
industry, have resulted in recur- 
ring sinking spells in the general 
market. As a whole, rails have 
shown strong resistance to such 
selling pressure, and consistently 
it has been strength in the rails 
that has stemmed the declines. In 
the opinion of many rail analysts 
this is only logical, and as it 
should be. There are a number 
of factors that appear to support 
a considerable degree of optimism 
toward the group. 

So far earnings comparisons 
with a year earlier have been al- 
most universally quite satisfactory. 
This is in sharp contrast to the 
performance of many companies 
in the industrial section of the 
list. Traffic has continued to 
register declines compared with a 
year ago, but, nevertheless, it is 
expected that earnings will con- 
tinue to hold well over the visible 
future. April results will benefit 
at least modestly from the cent- 
an-hour reduction in wages, and 
in May the new increase in freight 
rates will make itself felt. With 
the start that has been made it 
seems likely that the railroads 
will be one of the few groups re- 
porting higher earnings in 1952 


than in 1951. Also, this is one of 


the few groups where dividend 
may be 


disbursements more 


_such as 


liberal this year than last. At least 
it seems extremely unlikely that 
there will be any important divi- 
dend reductions or omissions 
may adversely affect 
sentiment toward some other in- 
dustries. With this background, 
rails may well continue to out- 
perform the market in the opinion 
of many analysts and market 
students. 

There have been some wide 
fluctuations in individual securi- 
ties in the past couple of weeks. 
The spectacular Northern Pacific 
stock, now considered an oil 
rather than a railroad, came in 
for more than its share of selling. 
At one time it was off more than 
20 points from the year’s top, 
mainly reflecting a statement from 
one top oil company official as to 
the heavy expense of developing 
the Williston Basin. Missouri 
Pacific old preferred, traditionally 
a widely fluctuating equity, re- 
acted to announcement that the 
Supreme Court had refused to 
review any of the many appeals 
from lower court rulings uphold- 
ing the ICC reorganization plan. 

Illinois Central common has 
also jumped around considerably. 
When proxy statements for the 
annual meeting were sent out it 
was revealed that the manazge- 
ment proposed to change the 
common stock set-up by increas- 
ing the authorized number of 
shares substantially and by chang- 


ing the stock from $100 par to no- 
par. The purported objective was 
to allow future refunding and/or 





financing of capital improvements 
through convertible bonds or 
directly through sale of stock. 
Fears that such a program would 
appreciably dilute the equity and 
might well militate against any 
near-term increase in the divi- 
dend rate caused a fairly sharp 
break in the stock. When it was 
subsequently reported that the 
proposal to change the par value 
would be dropped there was a 
correspondingly sharp price re- 
covery. The stock late last week 
moved forward into new high 
ground for the year. 

One of the notable exceptions 
to the generally favorable trend 
of railroad earnings in March was 
New York Central. For the month 
Central reported a net loss of over 
$242 million in contrast to a net 
profit of $1.4 million a year 
earlier. As a result, there was a 
loss of $1,364,000 for the quarter. 
Even at that, the results for the 
full period compared favorably 
with the deficit of close to $8 mil- 
lion sust?ined in the opening 1951 
quarter. The poor March, 1952 
showing was due to the short 
strike in that month by the road’s 
employees which, it is believed. 
probably cost Central approxi- 
mately $5 million. With no repeti- 
tion of this trouble the compari- 
sons from here on are expected to 
be considerably more favorable 
and in line with industry experi- 
ence generally. 


Hooker & Fay Add 


(Special to Tue FINANCIAL CHRONICLE) 


SAN FRANCISCO, Calif.—wW. 
C. Snyder, Jr. has been added to 
the Staff of Hooker & Fay, 340 
Pine Street, members of the New 
York and San Francisco Stock 
Exchanges. 
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Natural Gas Transmission Industry 


the industry’s rate of growth be 
stalled or slowed? Actually, if 
the average field price now being 
@aid by a representative group of 
transmission companies were to 
double and if such increase were 
passed on to the ultimate con- 
sumer, it can be demonstrated 
that the price effect to the con- 
sumer would be relatively small. 
In fact, if we apply this assump- 
tion to the same eight cities used 
in the comparisons just mentioned, 
the result would be that the av- 
erage cost of natural gas for heat- 
ing purposes would still be 
slightly less than coal and about 
15% less than oil. A similar cal- 
culation based on the assumption 
that the distribution companies in 
each of these cities are required 
to absorb a 25% increase in the 
rates paid to transmission com- 
panies shows that the effect on 
price to the consumer would be 
even less than in the first as- 
sumption. Obviously, the reason 
for the relatively small effect on 
price to the ultimate consumer is 
the fact that the cost of natural 
gas in the field and the cost of 
natural gas delivered by the trans- 
mission companies to the distri- 
bution companies is only one ele- 
ment in the price to the consumer, 
the others being the expenses of 
transmission, distribution ex- 
penses, general and administra- 
tive expenses, taxes, depreciation, 
interest on borrowed capital, et 
cetra. It is true that the competi- 
tive position of natural gas is 
much stronger in some areas than 
in others, but even in those cities 
where there is the least leeway, 
it is hard to show that natural gas 
is in jeopardy of losing its strong 
demand. 

At this point it may be inter- 
esting to have a look at how far 
the industry has come since the 
end of World War II and where 
it stands today. A few compari- 
sons with the electric industry 
will serve as illustrations. The 
country’s natural gas utilities now 
have about 16 million customers, 
of which over 90% are in the resi- 
dential category. This represents 
a gain of 72% over 1946. Thus the 
natural gas industry now has al- 
most half as many customers as 
the electric industry which has 
shown a customer increase of 27% 
since 1946. The increase in dol- 
lar revenues from natural gas 
customers has been 132% for the 
natural gas industry as compared 
with 60% for the electric indus- 
try. It is also noteworthy that the 
average revenue per residential 
matural gas customer last year 
was about $62.50 compared with 
am average revenue per residen- 
tial electric customer of about $55. 
Although natural gas has fewer 
different types of applications in 
the home than is true in the elec- 
tric field, the growing number of 
customers who heat their homes 
with natural gas has had an im- 
portant influence on the figures 
just cited. There is no intention 
here to cast the electric industry 
in an unfavorable light in making 
these comparisons. On the con- 
trary, the excellent record of the 
electric companies gives real sig- 
nificance to the comparisons. 


Future Rate of Growth 

Probably the natural gas indus- 
try can hardly be expected to 
show the same rate of growth 
over the next five years. The pe- 
riod we have just reviewed is one 
in which natural gas has been 
brought to large consuming areas 
which did not have the benefit of 
matural gas before. Many areas 
during these years have been con- 
verted from manufactured gas to 
straight natural gas. However, it 
seems reasonable to predict that 
when we compare the progress of 


the natural gas industry during 


the next five years with that of 
the electric industry, we will find 
that natural gas will have shown 
a substantially greater increase in 
customers and in revenues. It will 
be some time before the natural 
gas industry settles down to a 
rate of growth comparable to the 
electric industry. The electric in- 
dustry now serves practically 
every potential customer in the 
land and its growth is primarily 
dependent upon the increase in 
population and the gradual in- 
crease in our standard of living. 
The natural gas industry, how- 
ever, has.a long way to go be- 
fore it can be said that every 
potential customer is served. 
That may be nearly true in some 
communities which have had 
abundant supplies of natural gas 
for many years but it certainly is 
not so in most areas. 

The conclusions drawn up to 
this point are all quite optimistic; 
however the industry is certainly 
not without its problems. Refer- 
ence was made earlier to the in- 
creasing cost of natural gas to the 
transmission companies. To illus- 
trate this point, the President of 
one of the major transmission 
companies made the statement 
before a group of security ana- 
lysts in New York in January of 
this year that his company’s cost 
of gas for the 12 months ended 
Nov. 30, 1951 was 6.53c per Mcf. 
and that the price paid to differ- 
ent suppliers during that period 
varied from 4.62c to 11.90c. He 
estimated that the average cost of 
gas would increase to 8c in 1952, 
10%c in 1953 and to llc in 1954. 
In varying degree other pipe lines 
are experiencing the same trend. 
As many of you know, many of 
the gas purchase contracts which 
pipe lines have with their sup- 
pliers provide that if the pipe 
line contracts for additional sup- 
plies of gas from another sup- 
plier in the same area at prices in 
excess of those applicable to the 
contract in question, then the 
price of gas under the first con- 
tract must be adjusted upward to 
the scale established by the new 
contract. These provisions are 
called “favored nations clauses.” 
Thus a company which must con- 
tract for additional supplies of 
gas, paying the higher prices 
which producers are now de- 
manding, is forced, in many cases, 
to make upward revisions in the 
purchase price under earlier con- 
tracts. 


Efforts to Increase Transmission 
Rates 


Although the natural gas pipe 
line industry is very well in- 
sulated against excess. profits 
taxes, the industry has seen the 
normal and surtax rate increase 
from 38% to 52% in the last 
several years. Moreover, other 
taxes have also increased. The re- 
sult is that many in the industry 
are in the throes of trying to ob- 
tain Federal Power Commission 
approval for increases in rates. 
Recent figures indicate that ap- 
plications for rate increases before 
the Federal Power Commission 
total over $100 million. Since the 
date of this figure some cases 
have been settled but others have 
been subsequently filed and we 
know of others that are about to 
be filed. In general, those that 
have come before the Commission 
with applications for rate in- 
creases have filed in several steps. 
Since the matter of rate increases 
is of such importance to the in- 
dustry, it is well to have an un- 
derstanding of the procedures in- 
volved. 


The Federal Power Commission, 
as you all know, has jurisdiction 
over the rates which pipe lines 
are permitted to charge for that 
portion of their product sold for 


resale. All tariffs with respect to 
resale rates must be filed with the 
Commission and, in effect, ap- 
proved by it before they can be- 
come effective. The usual pro- 
cedure for a company filing for 
an increase in rates is to file the 
new rates with the Commission, 
such new rates to become effective 
30 days from the date of filing. 
Unless the Commission suspends 
the rates prior to the expiration of 
the 30-day notice period, the new 
rates go into effect. However, you 
can count on the Commission’s 
taking action to suspend the rates 
in virtually every case and order 
an investigation. If the rate case 
has not been settled within five 
months after the date of suspen- 
sion, the higher rates may be put 
into effect by the applicant, but 
when this is done the higher rates 
are subject to refund retroactively 
to the extent that any part of the 
increase may ultimately be found 
by the Commission to be unjusti- 
fied. When higher rates go into 
effect in this manner, the pipe line 
company must post a bond, the 
amount of which has often been 
fixed at 10% of the amount of the 
annual increase. Also, it is usually 
provided that any refunds are to 
be made with interest at 6%. 

In view of the large number of 
applications before the Federal 
Power Commission, a company 
applying for an increase in rates 
can hardly expect its case to be 
decided within five months from 
the date of suspension. 

On the other hand the applicant 
for a rate increase can count on 
there being no greater delay be- 
fore it can begin collecting the 
higher rates. While this affords 
some element of protection, the 
situation is not without its com- 
plications. For example, consider 
the position of the distributing 
companies who are the customers 
of the pipe line. The distributing 
company is probably under the 
jurisdiction of one or more states 
as to its rates. As soon as the dis- 
tributing company starts paying 
the pipe line company the higher 
rates, it presumably will need rate 
increases to offset the higher cost 
of gas. This is also a time-consum- 
ing process for the distributing 
company, and, as you can see, the 
state regulatory commission is 
placed in a difficult position be- 
cause the higher rates being paid 
by the distributing company are 
subject to refund by the trans- 
mission company. The distributing 
company is not able to prove 
definitely how much the cost of 
purchased gas has gone up until 
the transmission company’s case 
has been finally determined by 
the Federal Power Commission. 


As a general proposition the 
distributing companies are not 
unsympathetic to the needs of 
their suppliers for increased rates 
but obviously they are usually 
opposed to the system whereby 
they must pay higher rates sub- 
ject to refurid. Moreover, the 
formidable accounting expenses 
entailed in effecting any refund 
creates a problem in itself. Some- 
times the pipe line company is 
required to assume the cost of 
making these refunds straight 
through to the ultimate consumer 
if it should turn out that the dis- 
tributing company passes on the 
higher rates to its customers sub- 
ject to refund to them. 


In view of all the foregoing, 
there are many strong incentives, 
not only on the part of the pipe 
line companies but also on the 
part of the distribution companies, 
to have the case settled before 
the higher rates would otherwise 
go into effect under bond. A few 
rate cases have been settled by 
compromise just prior to the 
deadline, thus avoiding some of 
these problems. In others, how- 
ever, no settlement was reached 
and a number of companies are 
now collecting the higher rates 
subject to refund. It is important 
in analyzing these companies to 
note whether or not the company 
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in question follows the policy of 
including the higher rates in 
revenues and earnings as re- 
ported. As a general rule reported 
earnings are appropriately foot- 
noted. 

In the few recent rate cases 
which have been settled or finally 
determined, the rate increases 
have in the aggregate been some- 
thing less than applied for; how- 
ever, a number of companies have 
made application in several steps 
so that the settlement of one case 
does not siways result in final 
disposition of the matter. The 
Federal Power Commission has 
tended for a number of years to 
allow a 6% rate of return on 
depreciated rate base (plus al- 
lowance for working capital) as a 
so-called fair rate of return. You 
will recall that it was just about 
a year ago this time that the 
money market underwent a sub- 
stantial change; since then the 
pipe line companies have been 
forced to pay much higher inter- 
est rates and preferred stock divi- 
dend rates in order to obtain capi- 
tal for expansion. The industry 
argues with perfect logic that in 
the light of today’s higher cost of 
money, it must be allowed a 
higher rate of return on its rate 
base in order to attract the capital 
necessary for its expansion. Sev- 
eral of the recent applications 
for rate increases presented to the 
Federal Power Commission have 
specifically requested a 64%%% rate 
of return but to date the Commis- 
sion has not given any formal 
evidence of having made any up- 
ward revision in its views as to 
a fair rate of return. It would 
seem unwise to make a guess as 
to how far the Commission may 
go in this direction. However, we 
probably can take the practical 
point of view that so long as the 
natural gas transmission industry 
is in an expanding trend, and this 
seems assured for many years 
ahead, the Commission will have 
to allow what is necessary for the 
companies to attract capital for 
expansion. As yet the industry 
can’t be forced to expand if it 
is not profitable to do so. If the 
effect of rate regulation should be 
so stringent as to stifle expansion, 
the wrath of consumers who want 
natural gas service will certainly 
be incurred. The political signifi- 
cance of this factor is something 
to be reckoned with. 


A short time ago the American 
Petroleum Institute and the Amer- 
ican Gas Association presented 
the annual reports of their respec- 
tive Reserves Committees for the 
year 1951. These reports gave the 
total proved reserves of natural 
gas at the end of last year at 
almost 194 trillion cubic feet. Al- 
though production during 1951 
was at a record level of just about 
8 trillion cubic feet, additions to 
reserves during the year were just 
about equal to twice this level of 
production. The ratio of. total 
proved reserves to the 1951. pro- 
duction level was thus about 24:1, 
indicating a theoretical 24-year 
supply of natural gas at the 1951 
rate of production. The corre- 
sponding ratio for crude oil in- 
dicates a theoretical supply of 
about 13% years. These figures 
do not mean that if we keep on 
producing natural gas at the 1951 
rate we will be all out in 1976, 
nor that oil reserves would simi- 
larly be exhausted in 1965. It is 
significant that over the last five 
or six years, although natural gas 
production has been expanding, 
new discoveries have also been 
increasing. During this period new 
discoveries in each year have 
averaged just about twice the 
amount produced. It is true that 
we can’t count on natural gac 
lasting forever, but unquestion- 
ably it is reasonable to assume 
that a tremendous amount remains 
to be discovered and that the basis 
on which the natural gas trans- 
mission companies are set uv with 
respect to cinking funds is quite 
conservative. Practically all of the 
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transmission companies have sink- 
ing funds which provide for com- 
plete retirement of their debt over 
a period of 20 years from the date 
of issuance; sinking funds for pre- 
ferred stock are usually designed 
to retire the entire issue within 
30 years or less from the date of 
issuance. A 30-year retirement 
schedule for preferred stocks runs 
beyond the theoretical date of 
exhaustion of the country’s natural 
gas reserves but the record of the 
industry over the years lends a 
great degree of confidence to the 
expectation that today’s com- 
panies will still be in business 
long after that. 


Question of High Debt Structure 


Of course, the industry has its 
detractions. Some make the con- 
tention that some companies are 
unsoundly financed (their debt 
structures being too high) and 
that the rising trend of gas pur- 
chase costs, rate problems and 
other difficulties outweign the 
admittedly favorable factors. The 
propriety of relatively high debt 
structure is a topic which has come 
up for much discussion. ; 

Some companies are capital- 
ized with debt ratios ranging up 
to 75% and common stock equity 
rations of 15%-20%—in fact, a 
good many of the lines which 
have come into being since the 
end of the war and those which 
have undertaken heavy expan- 
sion programs during this period 
have been financed on this pat- 
tern. The common yardstick ap- 
plied to the electric industry is 
that debt should not exceed 50- 
60% and that common stock 
should be at least 25% and pre- 
ferably higher. The question boils 
down to one of how big the 
equity cushion should be to pro- 
vide the company with sufficient 
flexibility to meet its obligations 
during any periods of reduced 
earnings. The answer depends 
upon the extent to which the com- 
pany’s earnings are susceptible to 
decline. In this regard there are 
differences between companies. 
Speaking generally, however, al- 
most everyone will grant that 
revenues from residential cus- 
tomers are conceded to be a more 
stable source of demand than that 
from commercial and industrial 
categories. In this connection it 
is interesting to note that figures 
published by the American Gas 
Association show that residential 
revenues of natural gas utility 
distributing companies in 1950 ac- 
counted for 56% of all revenues 
from sales to ultimate customers. 
The corresponding ratio for the 
electric industry is 34%. Also, it 
is of importance that natural gas 
transmission and _. distributing 
companies in general are still un- 
able to satisfy the demands for 
service. It would take a very 
severe economic reversal to not 
only eliminate the unsatisfied de- 
mand but to bring about a decline 
in the consumption of natural gas 
in the residential and commercial 
categories. Some transmission 
lines are, of course, more depend- 
ent than others upon sales to in- 
dustrial consumers, but usually 
one will find that where this is 
true the capitalization ratios are 
more conservative. The _ fact 
that large institutional investors 
have been willing to lend money 
to some pipe lines on a debt 
ratio as high as 75% is, per- 
haps, a reflection of these fac- 
tors among others. These same 
institutions would not lend their 
funds On satisfactory terms to 
the average electric company 
having as high a debt ratio. 

When the natural gas industry 
reaches a state of maturity such 
as that of the electric industry, 
then it would seem somewhat 
more appropriate to apply simi- 
lar yardsticks to capitalization 
ratios. Whenever a natural gas 
transmission company slows down 
to a rate of expansion which 
more nearly reflects normal pop- 
ulation growth and increase in the 
standard of living, the capitaliza- 
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tion ratios can be expected to im- 
prove rapidly because then the 
rate of issuance of new debt 
should diminish and the cash 
sinking fund schedules applicable 
to previously issued debt and pre- 
ferred will very quickly reduce 
the debt and build up the equity 
ratio. Therefore, before con- 
demning a company’s securities 
because of what appears to be a 
relatively low equity ratio, it is 
important to pay close attention 
to these factors. 
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Treasury Ups Rates 
On Savings Bonds 


who wishes will be entitled to 
exchange his old bond (if pur- 
chased on or after May 1, 1952) 
for a new one; but if he does not 
make the exchange, he will still 
obtain the benefits of the revised 
scale, and paying agents will be 
furnished new redemption sched- 
ules applying to the bonds issued 
on or after May 1, 1952. 

(2) New Current Income Bond: 
The Treasury is also offering an 
entirely new current income sav- 
ings bond to be designated Series 
H which will have interest paid 
by check semi-annually instead of 
having the interest accrue. This 
bond will be a companion to the 
discount E bond and will be’ pro- 
moted along with the E bond. This 
bond will be available beginning 
on June 1. It will be issued and 
redeemable at par. Interest will 
be paid by check semi-annually 
on a graduated scale of rates 
which has been put as close as 
possible to the E bond scale. It 
will be issued only to individuals; 
will have the same nine-year, 
eighth-month term as £ bonds, 
and will have a similar annual 
purchase limit of $20,000 maturity 
value. Unlike E bonds, however, 
it must be held six months, rather 
than two months, before it can be 
redeemed and it will be redeem- 
able only on one month’s notice; 
it will be issued and redeemable 
only at Federal Reserve Banks 
and branches and at the Treasury, 
and it will be offered with a min- 
imum denomination of $500. Ad- 
ministratively, it is too costly to 
pay interest checks semi-annually 
on bonds in denominations of less 
than $500. Because the Series H 
bond and the E bond are sold ex- 
clusively to individuals, and be- 
cause they so closely resemble 
each other in interest return, the 
Treasury will report combined 
sales of Series E and Series H 
bonds in the same way that Series 
F and G sales have been reported 
together. 

(3) Series F and G Bonds: The 
Treasury is also making signifi- 
cant changes and improvements 
in the F and G savings bond pic- 
ture. These two particular series 
are being withdrawn effective 
May 1, and two new series of sav- 
ings bonds to be known as Series 
J and Series K are being substi- 
tuted for them. Series J will be 
a revised Series F bond, and Se- 
ries K will be a revised Series G 
bond. The new series will differ 
from the old series primarily in 
their higher interest rate sched- 
ules. They will pay 2%4% if held 
12 years to maturity, and will pay 
much higher intermediate yields 
than F and G bonds. Series J and 
K bonds will pay approximately 
1%% if held for one year, 1%4%% 
if held for two years, 244% if held 
for five years, and so on. The 
combined annual purchase limit 


for Series J and K bonds has been 
doubled to $200,000, as compared 
with $100,000 for Series F and G 
bonds. To save administrative ex- 
pense the $100 denomination that 
was available in the Series G bond 
has been dropped, but all of the 
Series F denominations will be 
continued. 
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Monetary Policy and Debt Mot. 
In Economic Stablization 


services, inflationary pressures are 
added to the economy. Whether 
inflation will actually be the re- 
sult depends on what measures are 
taken to hold down spending 
elsewhere in the economy through 
such measures as taxes, rationing, 
priorities and allocations, and so 
on. The fact that inflationary 
pressures are increased at one 
point or from one cause does not 
mean that actual inflation must 
result. However, it is clear that 
bringing about an equilibirum be- 
tween the demand and the supply 
of loanable funds by increasing 
the supply of loanable funds 
through the expansion of bank re- 
serves is likely to add to infla- 
tionary pressure and thereby to 
make the problem of preventing 
inflation more difficult to solve. 


Government Securities and the 
Federal Reserve 


It is for these reasons, of course, 
that stress is placed on the de- 
sirability of avoiding the indefi- 
nite expansion of the holdings of 
government securities by the Fed- 
eral Reserve banks. But govern- 
ment spending financed by selling 
securities to the public in ex- 
change for idle funds also is in- 
flationary. The hope of achieving 
an equilibrium between the sup- 
ply of and demand for loanable 
funds through an increase in the 
supply of funds lies in the in- 
crease in real savings. To in- 
crease real savings is, of course, 
easier said than done. 

The second method of bringing 
equilibrium between the supply 
and demand of loanable funds is 
to decrease the demand for such 
funds. One way to do this is to 
permit the interest rate to rise. 
The chief way in which permitting 
the interest rate to rise brings 
about equilibrium between the 
supply of and demand for loan- 
able funds is by causing some 
prospective borrowers to drop out 
because of the increase in the cost 
of the loans to them. Clearly, as 
the cost becomes higher and 
higher, more and more borrowers 
will find the expense of borrow- 
ing too great for them to under- 
take. 

Many persons have taken the 
position that the problem of the 
public debt is solved when the 
Federal Reserve System ceases to 
buy government securities. In fact, 
however, this is only the begin- 
ning of the problem. It is all very 
well to say that the Federal Re- 
serve must not buy the securities, 
but ‘the stubborn fact is that it is 
absolutely necessary that someone 
buy them. How is this to be done 
when there is a bigger demand 
than supply for loanable funds? 
Presumably, the Federal Govern- 
ment can, if it will, outbid other 
borrowers of funds who do not 
have the same imperative neces- 
sity to borrow, by offering high 
enough interest rates. Clearly, if 
only the interest rate is to be used 
to cut down the private demand 
for loans, the Federal Government 
cannot stop short of outbidding 


other borrowers. This might be a 
very serious matter, since the 
highest marginal rate which the 
Treasury would have to pay on 
the last dollar it borrowed would 
tend to set the rate pattern for 
the whole of the Federal debt, 
which as previously noted is near- 
ly as large as all the private debt 
put together. Thus, the interest 
rate paid on this tremendous vol- 
ume of debt obligations would be 
determined by how rapidly a rise 
in the rate of interest drives other 
borrowers out of the market or 
discourages lenders from loaning 
to the other borrowers, 


The Question of Interest ‘Rates 


If this course is to be followed, 
it thus becomes very important to 
know whether the Federal Gov- 
ernment will have to bid very 
high to refinance its loans and to 
borrow what new money it will 
need. I do not know how high the 
interest rate would need to go, 
but several factors may be indi- 
cated. A rise in interest rates may 
affect the market for loanable 
funds by affecting the supply and 
by affecting the demand. As pre- 
viously indicated, only increases 
in the supply of funds that result 
from increased saving avoid being 
inflationary. It is not generally 
believed by economists that mod- 
erate increases in the rates of in- 
terest have a substantial stimulat- 
ing effect on the level of saving. 
There are forces working in both 
directions that tend to offset each 
other. 

The second effect of rising rates 
of interest is on the demand for 
loans. This is a very crucial ques- 
tion, since if the demand for loans 
is very elastic in relation to in- 
terest changes, a small rise in 
interest rates may suffice to re- 
store equilibrium between the 
supply and demand of loanable 
funds, while if the demand is very 
inelastic, a very large rise in in- 
terest rates might be necessary to 
reduce demand sufficiently to 
bring about an equilibrium. When 
demand for loanable funds is de- 
creased by an increase in the rate 
of interest, it is important that 
this decrease not be in those sec- 
tors that are vital for the promo- 
tion of the defense effort. 


A Special Situation Calling for 
Special Measures 
We cannot approach the present 
situation as a normal one in which 
only traditional economic tech- 
niques will be sufficient to meet 
the problems. The expansion and 
diversion required by the defense 
program, the tremendous volume 
of private capital formation, and 
the heavy anticipated Federal def- 
icit combine to make this a spe- 
cial situation which may call for 
special measures. 
it may be useful to run over 
briefly the different demands for 
loans. <As_ previously stressed, 
government loans cannot be re- 
duced at all by debt management; 
somehow or other, government 
must get the money and, unless 
other measures are to be used to 
prevent the market from being 
entirely “free,” the government 
must be prepared to outbid all 
other borrowers. The demand for 
speculative loans would be very 
slow to drop out, because the in- 
terest cost is a very small element 
among the total factors determin- 
ing speculative purchases. The de- 
mand for loans to carry inven- 
tories would also be very slow to 
decrease as interest rates rose, be- 
cause again the rate of interest 
is a verv small part of total cost, 
especially when the risks of the 
operation are considered part of 
the cost. The demand for loans 
to finance the purchase and pro- 
duction of machinery, tools, and 
equipment would be relatively 
slow to respond, because again in- 
terest is a small proportion of 
cost for items of equipment which 


are written off or depreciated at 
a relatively fast rate of speed. The 
demand for loans to finance in- 
dustrial and commercial constru- 
tion would presumably be reduced 
to a greater extent, since the in- 
terest rate is a relatively impor- 
tant factor in determining the 
profitability of the operation. This 
is true also of residential construc- 
tion, since the amount of rents 
that home owners can pay is de- 


pendent on their wages and other 
income, and as interest rates rose, 
demand would fall off. It should 
be pointed out, however, that with 
respect to the present situation the 
limits on the amount of construc- 
tion (industrial, commercial, and 
residential) have been set in re- 
cent months not by the aggregate 
demand of borrowers but by the 
supply of scarce materials. Even 
at higher interest rates the de- 
mand of borrowers would likely 
have continued sufficiently great 
to take up all of the available 
supplies of materials. It is not 
clear how long this will continue, 


On the basis of the above anal- 
ysis, there is good reason to con- 
clude that under very possible, 
even probable, conditions the in- 
crease in interest rates of a mod- 
erate character would have rela- 
tively little effect in reducing the 
private demand for loans. Ac- 
cordingly, the Federal Govern- 
ment would be obliged to face the 
prospect of outbidding private de- 
mand for loans with even higher 
rates of interest. 


It may be urged that although 
an increase in the rate of interest 
would have relatively little effect 
in reducing the demands of bor- 
rowers for loanable funds, the 
lenders of the funds would ration 
their supplies in such a way that 
the government would receive 
what it required. The argument 
has been made that an important 
reason why insurance companies, 
for example, have been loaning 
money in the private market in- 
stead of to the Federal Govern- 
ment is that the companies have 
certain contracts which they must 
fulfill, and the rate of interest 
offered by the government is not 
enough to satisfy the needs of the 
companies in fulfilling these con- 
tracts. It has been argued that a 
small increase in the rate of in- 
terest on government securities 
would make them attractive to the 
insurance companies, which under 
those circumstances would be 
willing to buy from the govern- 
ment instead of loaning money in 
the private market. Likewise, it 
has been said that banks have cer- 
tain earnings expectations, and 
that when these are satisfied, the 
banks will be willing to loan to 
the government instead of loaning 
the funds to private borrowers. 

While it may be granted that 
there may be a short lag while the 
appetites of lenders are tempo- 
rarily satisfied by an increase in 
the rate of interest, it is not human 
nature for this satiation of appe- 
tite to continue. As a matter of 
fact, the rates of interest which 
some observers said last winter 
would be satisfactory for insur- 
ance companies are being said now 
not to be satisfactory. An increase 
in interest stimulates the appetite 
instead of satisfying it. If private 
borrowers are willing to pay more 
for their loans, I can see no rea- 
son to expect that private lenders 
will not take advantage of the 
higher interest rates and force the 
Federal Government to keep rais- 
ing its bid in order to place its 
securities in the hands of private 
holders. 


The point may be made that 
there should be no objection to 
the Federal Government increas- 
ing its interest rate bids as high 
as may be necessary to outbid 
enough of the private borrowers 
to assure that the Federal debt 
will be held without inflationary 
consequences. Can this view be 
accepted? 


Government Competitive Bidding 
In Money Market 

If the interest rate necessary for 
the Federal Government to outbid 
private borrowers were a perma- 
nent equilibrium interest rate, 
there might be little objection to 
the Federal Government engaging 
in such competitive bidding. But 
this means that we would expect 
the country for a long time to 
come to be in an inflationary situ- 
ation. We would expect the rate 
of demand for loanable funds to 
be so much in excess of the sup- 
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ply of savings that the cutting off 
or demand for construction and 
for machinery, tools, and equip— 
ment for the longer run would be 
desirable. There are coun 

where this is, indeed, the ouagae 
and where a rising interest rate is 
a recognition that capital invest~ 
ment must be slowed down re- 
gardless of the desirability of in- 
dustrial expansion, simply because 
the rate of saving is too small. But 


_this is not the outlook in the 


United States. This nation has @ 
tremendous capacity for sa 

It does not have the capital short- 

ages that a war-ravaged Europe 

or an underdeveloped Asia, Africa, 

or South America may have. Al- 

ready financial writers are pro- 

fessing to see deflationary 

dangers ahead after one, two, 

or three years. Over the longer 

run, in my opinion, this is 

a high-saving economy and a low- 
interest-rate economy. If this be 
the case, the problem is not one of 
seeking a long-term equilibrium. 
rate of interest but of achieving 

a short-term equilibrium, which 

might require a high rate of in— 

terest, followed by a long-term 

equilibrium which would require’ 
a low rate of interest. 

But why is this situation a mat- 
ter of any concern? Why not have 
high interest rates now and low 
interest rates when we need them? 
The difficulty is that interest rates 
in the past have not adjusted 
downward with sufficient rapid- 
ity. That adjustment requires a 
process of re-education to a lower 
interest rate standard. The aver~ 
age yield of Aaa corporate bonds 
in 1932 was higher than in 1929. 
It took a long time after. 1932 for 
interest rates to fall substantially, 
and positive action on the part of 
the government was involved. Do 
we want to educate lenders to a 
high interest rate only to have te 
go through another slow ‘process 
of re-education to lower rates? Of 
course, the Government could en- 
gage in direct lending at such a 
time and thus break the interest 
rate structure. But most of us, I 
am sure, would like to minimize 
such activities by government. We 
shall be much surer of having the 
needed lower interest rates when 
they are required if they do not 
rise too high during the inter- 
vening period. 

Another reason for avoiding 
high interest rates is that the con- 
tinually rising interest rate which 
might be necessary for the govern 
ment to outbid the market mighf 
result in placing actually less se- 
curities in the hands of the publie 
than if a lower interest rate had 
been maintained. This might hap- 
pen for two reasons. First, the 
declining value of government se- 
curities might cause investors to 
avoid investing in government se- 
curities for the future, because of 
the capital losses involved. In 
second place, they might reason 
that an increase in the rate of in- 
terest would be followed by still 
further increases and that there- 
fore they might as well wait until 
later before buying any inter- 
mediate or long-term securities. 
Not too much is known about the 
probable behavior of government 
security holders under various 
possible circumstances. It is not, 
however, a situation in which bold 
experimentation can be lightly 
undertaken. With about half of 
the total debt of the nation in the 
form of Federal securities, the de- 
velopment of a disorganized mar- 
ket could be a major disruptive 
force. The action which then 
might be reauired by the Federal 
Reserve to restore financial order 
might involve larger purchases of 
government securities than a flex- 


ible support program to maintain 
stability. It is not sufficient to _ 


say that market supports were 
discontinued and that the fear of 
security market disorganization 
proved to be a bogey. Support was 
not discontinued, and was handled 
with great care and skill. More- 
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Monetary Policy 


and Debt Mot. 


In Economic Stablization 


over, the more difficult financing 
problems have not yet been faced. 


Cost of Servicing Public Debt 


A result of higher interest rates 
would be, of course, that the cost 
of servicing the public debt would 
rise. No one will question the un- 
desirability of unnecessarily in- 
creasing the tax burden on the 
public. On the other hand, no one 
will question that if the only way 
to maintain stability is through a 
higher rate of interest on the gov- 
ernment debt, it would be far 
cheaper for the country to pay the 
higher taxes than to experience 
the inflation. But in view of the 
uncertain effects of rising interest 
rates and the possibility that other 
methods can be used to prevent 
inflation, it is understandable that 
a substantial increase in the in- 
terest rate is not to be viewed with 
complacency, 


It should also be mentioned that 
much of American financial 
strength rests on a foundation of 
the values of Federal securities. 
The substantial declines in the 
values of those securities’ that 
would accompany substantial in- 
creases in interest rates might 
have very repressing effects on 
types of financial and business 
operations necessary for the sound 
functioning of the economy, espe- 
cially in the defense mobilization 
period. 

I want to make it clear that I 
do not defend any particular level 
of interest rates as being the cor- 
rect level. It may be, moreover, 
that, under the circumstances we 
face, the equilibrium level will 
not involve much if any increase 
in interest rates. But for the rea- 
sons mentioned, large increases in 
interest rates would have unde- 
sirable effects, and it is necessary 
accordingly to review other pos- 
sible ways of reducing the demand 
for loanable funds and of inducing 
lenders to prefer government se- 
curities to private loans. 


Problem Is to Reduce Private 
Loans 

The problem in short is one of 
finding ways to reduce private 
loans in order that the govern- 
ment’s debt may be held without 
undesirable increases in the rate 
of interest and without an infla- 
tionary expansion of credit. There 
is no easy comprehensive way of 
achieving this result, but there are 
a number of different methods 
which, when combined, may add 
up to a considerable total. Allo- 
cations and cutbacks in materials 
available for civilian use, restric- 
tions on commercial construction, 
and other methods of reducing 
activity operate to cut down the 
need for borrowing. Specific cred- 
it controls by reducing the amount 
loaned and speeding up repay- 
ments operate to cut down the 
demand for loanable funds with 
respect to purchases of consumer 
durable goods and of houses. Will- 
ingness of banks and other insti- 
tutions to lend has been dimin- 
ished through voluntary credit 
restraint programs that bring the 
social pressures of the whole in- 
dustry to bear on its individual 
members. Price controls reduce 
the pressure to engage in specu- 
lative transactions and help to 
hold down the requirements for 
larger working capital. 


In the actual management of 
the public debt, it should not be 
assumed that any one of the meth- 
ods of achieving an equilibrium 
between the supply and demand 
of loanable funds must be or 
should be followed to the exclu- 
sion of the others. In practice, it 
may be found necessary and de- 
sirable to make some use of all 
the methods. The policy of sup- 
porting the market for govern- 


ment securities that seems to me 
best suited for the uncertain type 
of situation which we face is the 
flexible policy’ of the type which 
I understand is being followed by 
the Federal Reserve System. This 
kind of support keeps large hold- 
ers from readily monetizing their 
holdings; it does not preclude ac- 
tive support of the market when 
this seems necessary or desirable; 
it helps prevent the kinds of fluc- 
tuations in government security 
prices that would make difficult 
the sale of future issues; and it 
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should prevent seriously hurtful 
market confusion and economic 
disruption. 

In closing, I would like to re- 
peat that monetary policy and 
debt management are by no means 
all there is to the problem of 
economic stabilization or its solu- 
tion. The inflationary problem is 
one of holding down total spend- 
ing, not simply that» relatively 
small part which is finaneed. by 
increases in debt, public and pri- 
vate. A well-balanced stabiliza- 
tion program using all the other 
measures at the disposal of the 
government should go along with 
a monetary and debt management 
policy that is itself to the largest 
practicable extent noninflationary, 
despite the handicap placed upon 
it by that basic inflationary in- 
fluence, too little revenue to 
match expenditures. 


Simple Propositions 
In Monetary Policy 


that a relaxation of such restraints 
is desirable and helpful when de- 
flationary pressures make their 
appearance. Their attitude seems 
to be that it is always good to have 
credit made easy and for interest 
rates to go down, but seldom if 
ever good for credit to be made 
less readily available and for in- 
terest rates to go up. They seem 
to believe that success in curbing 
a rise in the volume of bank credit, 
under inflationary conditions, 
might be bought at the price of a 
“tenacious level of higher interest 
rates that would be an obstacle to 
future economic expansion.” This 
belief, I would say, opposes their 
assertion that restricting the avail- 
ability of credit has only a limited 
effect on extensions of credit to 
meet private demand. It also ig- 
nores the flexibility of general 
credit measures which are not 
committed to any level of interest 
rates, but only to governing the 
availability of credit in terms of 
the needs of the economy at dif- 
ferent times and under differing 
circumstances, The monetary au- 
thorities are not for high rates or 
low rates; they are for the lowest 
rates compatible with a healthy, 
stable economy. They need to be 
able to take action promptly, in 
either direction, if small doses of 
credit restraint or credit relaxa- 
tion are to do their work well. 


My third proposition is that one 
great merit of general credit meas- 
ures is that they are not and can- 
not be aimed at specific segments 
of the economy. They leave largely 
to the determination of the mar- 
ketplace and to the thousands of 
individual decisions which are 
made within the market, the im- 
pact and the areas of curtailment 
when restraint is in order. If there 
are overriding national considera- 
tions, as in time of war, which re- 
quire that demand be curtailed in 
specific areas in some order of 
priority which cannot be deter- 
mined in the marketplace, special 
direct controls should bear this 
special burden, although selective 
credit controls may also play an 
important role. In a mixed peace- 
war economy such as we have at 
present, the necessary but limited 
direct controls can be and are sup- 
ported by measures of general 
credit restraint. In fact, they must 
be so supported if they are to do 
their work. 


My fourth proposition is that 
the government’s credit does not 
depend on price fixing or price 
support in the government secu- 
rity market. The government’s 
credit depends on the productive 
resources of the United States and 
its citizens, and on the ability and 
Sagacity and integrity with which 
we manage our affairs. Faith in 
the credit of the government is 
the basis for confidence in govern- 
ment securities, and this faith and 


this confidence do not waver with 
changes in prices and yields of 
particular pieces of paper which 
reflect passing changes in the de- 
mand for and the supply of funds 
for investment. There is no neces- 
sary incompatibility between con- 
fidence in the government’s credit, 
confidence in government securi- 
ties, and measures of general 
credit control which cause tempo- 
rary changes in prices and yields 
of government obligations. For my 
part, I believe that the great 
growth in the Federal debt, its 
wide distribution, and its impor- 
tance in the portfolios of large in- 
stitutional investors, has created 
opportunities as well as difficul- 
ties for credit policy. Through the 
discount rate and open market 
operations we are now able to 
have direct contact with a broad 
homogeneous nationally integrated 
market, sensitive to modest 
changes in the direction of credit 
policy. We no longer have to rely 
on tactics which run the risk of 
burning the barn to roast the pig. 

I do recognize a continuing ob- 
ligation, under existing conditions, 
to maintain orderly markets for 
government securities. Orderly 
markets have been defined as 
markets without airpockets; that 
is, markets where there is a de- 
gree of continuity between de- 
mand and supply at going or mod- 
erately changed prices. Orderly 
markets restrain erratic move- 
ments of prices and yields which 
seem to have no justification in 
terms of general economic and 
credit conditions. They do not pre- 
clude broad movements that re- 
flect changes in basic underlying 
forces. This conception of orderly 
markets is not the same as the 
conception of a stable market de- 
fined as one in which prices and 
yields fluctuate within a moderate 
range, over a considerable period, 
without exhibiting any pro- 
nounced upward or downward 
tendency. The latter is an invita- 
tion to a pegged market whether 
so intended or not. Those who 
deal in the market will quickly 
probe to find out what are the 
limits of your “moderate range” 
and the lower limit of that range 
will become a peg. That is not the 
way to maintain confidence in the 
credit of the government nor in 
the government security market, 
and it makes it impossible to have 
a monetary policy which will con- 
tribute its share to economic sta- 
bility. 

I do not want to be interpreted 
as denying that there is a problem 
of how best to combine debt man- 
agement and an effective mone- 
tary policy under conditions of 
substantial deficit financing and 
frequent Treasury refundings. 
There is a problem which includes 
the necessary market stabilization 
at the time of Treasury offerings. 
We shall face it during the second 
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half of this year, particularly if 
the Congress does not move to 
eliminate the prospective deficit 
in the cash budget for fiscal 1953. 
It is a measure of fiscal failure 
that with very high levels of in- 
come, and with the necessary de- 
mands of the defense program on 
that income not unbearably large, 
we are faced with a considerable 
cash deficit. It is a matter of re- 
gret.in the field of debt manage- 
ment that we are faced with five 
refunding operations during the 
last six months of this year, rather 
than having a well spaced sched- 
ule of maturities. It will require 
the closest coordination of debt 
management and credit policy to 
meet this situation without en- 
dangering our economic stability. 


It is this general problem we 
should be working on, without 
further and sometimes doctrinaire 
arguments about whether and 
when and how general credit con- 
trol measures are effective. It is 
this problem we have been work- 
ing on since the Treasury-Federal 
Reserve accord of last March. The 
possibility of its solution, 1 as- 
sume, is one of the principal in- 
terests of your Committee. The 
main hope of solution lies in the 
Treasury and the Federal Reserve 
meeting regularly as equals to de- 
fine and discuss the problem, to 
present the considerations of debt 
management and credit policy 
which they deem important, and 
to devise a joint course of action. 
Much of the difficulty in the past, 
as I observed it, grew out of the 
tendency of the Treasury to as- 
sume that its responsibility and 
authority was exclusive in cases 
where debt management and 
credit policy overlapped. Since 
this attitude is now changed, it 
should be possible for reasonable 
men to go forward in double 
harness. 


Set Up a Guide for Both Treasury 
and Federal Reserve 


Because the Treasury should 
have every protection in this 
sharing of mutual responsibilities, 
and for the guidance of future 
Secretaries, I have inclined to- 
ward a new Congressional man- 
date such as was suggested to the 
Congress by the Douglas Sub- 
committee. This would act as a 
guide to both the Treasury and 
the Federal Reserve in meeting 
their responsibilities for debt 
management and credit policy; it 
would subordinate neither one to 
the other. 


It has also been proposed that 
there be set up a sort of National 
Advisory Council, which would 
try to repeat in the domestic field 
the success of the existing Na- 
tional Advisory Council on Inter- 
national Monetary and Financial 
Problems. In my testimony before 
the Douglas Subcommittee I said 
that formation of a consultative 
body along such lines might merit 
your consideration. I am more 
doubtful now, and intervening 
events suggest some caveats. I cer- 


tainly would not want to suggest. 


such a body as advisory to the 
President, with the implication 
that final decisions in this field, as 
in so many others, would be made 
by the Presidential office. The 
practical effect of that might be 
to place the Federal Reserve un- 
der the domination of the Treas- 
ury, or to place both the Federal 
Reserve and the Treasury under 
the domination of, some White 
House group. Such a National Ad- 
visory Council, if it recommends 
itself at all, should be a clearing- 
house for the discussion of policy 
problems in related fields, and for 
developing staff coordination; it 
should not be a super authority 
with either explicit or implicit 
executive responsibilities and 
duties. If establishment of such a 
domestic advisory council, by the 
Congress, is to be considered, 
therefore, I would bracket with it 
the suggestion of a new Congres- 
sional mandate to the Treasury 
and the Federal Reserve, as in- 
surance that the ceuncil would 
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not try to substitute its judgment 
for the judgment of these two 
agencies. 

It should be remembered, of 
course, that the participation. of 
the Chairman of the Board of 
Governors in such a council would 
have to be different, in any case, 
from that of the executive head 
of a department or bureau of the 
government who wields the final 
authority in his department or 
bureau. The Chairman of the 
Board of Governors is one mem- 
ber of the Board and one member 
of the Federal Open Market Com- 
mittee. Unless you want to scrap 
the whole idea of a Board or a 
Committee in favor of a credit 
czar, the Chairman of the Board 
could not commit the Board nor 
the Committee to any course of 
action not sanctioned. by. the 
Board or the Committee. He could 
bring to the council the views of 
these bodies of which he is a 
member, and he could bring to 
these bodies the views of the 
council, but he could not decide, 
by himself, what Federal Reserve 
action should be. 


This same consideration hag its 
application to the relations be- 
tween the Federal Reserve-and 
the Presidential office. The Chair- 
man of the Board of Governors 
is the natural means of laison be- 
tween the Federal Reserve and 
the Executive, and it is quite ap- 
propriate that he should keep 
open the channels of communica- 
tion and information between the 
Federal Reserve and the Execu- 
tive. But both the Executive and 
the Chairman must remember that 
the Chairman is only first among 
equals on the Board of Governers 
and in the Federal Open Market 
Committee; he cannot make com- 
mitments not previously sanc- 
tioned by the Board or the Com- 
mittee, and he cannot give assur- 
ance of action which has not been 
considered and approved by the 
Board or the Committee. 


Exhuming Treasury -Federal 
Reserve Controversy 


I would have liked to end this 
part of my testimony by consign- 
ing past controversies to limbo 
and concentrating on a future of 
Treasury-Federal Reserve coop- 
eration in matters of debt man- 
agement and credit policy. That, 
I am sure, is the desire of your 
Committee. Unfortunately, I feel 
that I cannot let the matter rest 
there if we are really to gain 
from past experience in meeting 
future problems. There has been 
introduced into your records an 
account of Treasury-Federal Re- 
serve relationships since the end 
of World War LI, and particularly 
during the period August, 1950 to 
March, 1951, which should not be 
allowed to stand as the final un- 
questioned record of that period. 
I take it upon myself to raise the 
question because I am perhaps the 
only one now active in the Fed- 
eral Reserve System who has 
personal knowledge of most of 
what happened. 


There is little or nothing to be 
gained by rehashing in detail all 
of these postwar developments; I 
have indicated my general view 
that, despite agreements on ob- 
jectives, we follow a policy so 
cautious, so hesitant, so distrustful 
of general credit measures, and 
so little understood by the public 
that credit policy lost much of its 
effectiveness. When we come to 
the summer of 1950, however, our 
differences are said to have be- 
come more serious. It is from 
there on that I may be able to 
make some contribution to the 
work of your Committee in so far 
as recommendations for the future 
may draw support from - the 
record of the past. 


The story really begins in the 
latter part of 1949 when inflation- 
ary pressures began to reassert 
themselves, after a lull, and the 
Federal Reserve thought that re- 
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Latest Previous Month Year Latest Previous 

AMERICAN IRON AND STEEL INSTITUTE: Week Week Ago Ago , Month Month y 4 
Indicated steel operations (percent of capacity)........_.-May 4 100.6. . *100.5 102.1 104.0 | ALUMINUM (BUREAU OF MENES): 

Equivalent to—- 3 Production of primary aluminum in the U. 8. 

Steel ingots and castings (net tens) MOY tee 2 MBRPOO.. . 2,087,000 2,120,000 2,079,000 (in short tons)—Month’ ef February_..___ 72,330 16,934 62,740 

AMERICAN PETROLEUM INSTITUTE: Stocks of aluminum tshort tons) end of Feb. 9,662 10,190 14,445 
Crude oi} and condensate output—daily average (bbis. of 

NO CL TIL a a RO LS ME Ss Apr. 19 6,365,500 6,366,300 6,422,600 6,143,750 | AMERICAN IRON AND STEEL INSTITUTE: 

Crude runs to stills—daily average (bbis.).....__ == Apr. 19 16,501,000 6,315,000 6,542,000 6,265,009 [| Steel ingots and steel for castings produced 

ey © el Apr. 19 21,303,000 21,542,000 21,818,000 20,060,00% (net tons)—Month of Pebruary__-_._____ 8,657,210 9,136,117 7,765,701 
Kerosene output (bbis.)___ " Apr: 19. ., 2,320,000. 2,720,000 2,623,000 2,778,001 Shipments of steel products, incl. carbon al- 

Distillate fuel oil output (bbis.)_._.____ Apr. 19 9,123,000 9,412,000  ... 9,544,000 8, 172,00, loy & stainless (net tons)—Month of Jan. 6,589,193 6,411,105 6,904,688 
Residua) fuel gg ed i eS Apr. 19 8,S58,000 7 8,645,000 8,601 ,00 

: Sancho nt, pesttentan hatte taauntersins i aiaitasiiaeanam. - ; ee . BANK . 1, OF GOVERNORS OF 

Pinishee and unfinished ébbis.).aheen— 19 «=: 15 7, 392)000ryy AS, 281.000 (t) 147,305,000 THE FEDERAL RESERVE SYSTEM— 

Kerosene (bbls. ) sna lei NE hs mae 17,321,000 17,017,000 (t+) 16,132,000 Month of February (in thousands)....._... $114,051,000 $123,059,000 $101,437,000 

Distillate tuel oil (bbis.) at_._____ ree Apr. 19 49,358,000 - 48,494,000 (t) 46,696,000 

Residuad- fest 4) Ohi Ee -Apr.19 36,828,000 -- 35,480,000 © ~ = (t) 36,748,004 | BUILDING CO en Sate SaEUe- 

a . ’ 7 TION IN URBAN AREAS OF THE U. §&. 
ASSOCIATION OF AMERICAN RAILROADS: : : - — U. S. DEPT. OF LABOR — Month of . 
Revenue freight loaded (number of cars)__-___- _ —— Ape i 735,097 690,660 719,921 810,022 Pohmare <eat'a anaitead: 
Revenue freight received from connections (no. of ce care) pe 1 616,484 627,945 678,687 698,070 All building construction..________________ $590,406 *$508,470 $625,472 

CIVIL ENGINEERING CONSTRUCTION — ENGINEERING I a 367,092 *293,697 369,796 

NEWS-RECORD: bs > a et RES Ne a ae 142,615 *145,675 180,283 
pT REE SRE RIS Se a Apr. 24 $371,079,000 $235,105,000 $271,637,000 $274,691,000 Additions, alterations, etc............._ ¥ 80,699 *69,098 75,393 

SERS SS el i ol a Rca LO Apr. 24 186,185,000 120,896,000 137,458,000 119,041.000 

TLE RETR Hae 5S ET SEE as oS Apr. 24 184,894,000 114,209,000 134,179,000 155,650,000 | BUSINESS INVENTORIES DEPT. OF COM- . 

B- RI*  e Apr. 24 130,664,000 93,441,000 108,865,000 62,031,000 MERCE NEW SERIES — Month of Feb. 
ON RRBs) A. BB bi 6 Bo Oi ee ae ER Apr. 24 54,230,000 20,768,000 25,314,000 93,619,000 (millions of dollars): 

COAL OUTPUT (U. 8. BUREAU OF MINES): ST $42,079 *$42, 206 $34,657 
Bituminous coal and lignite (tons)........._._.._.__-_ Apr. 19 9,175,000 * 8,050,000 9,555,000 10,624,000 | Wholesale ME A AID, tt 8 ne 9,717 *9,951 9,715 
Pennsylvania anthracite (tons)_.._._....______._______. Apr. 19 683,000 604,000 680,000 730,000 SGD * onc etiwensumiseocdndoeadabemalian 18,189 18,061 19,044 
Be’ GEE COGN) nner owner oe pytingwons<ratntls Apr. 19 99,400 60,000 132,300 129,700 Total a — 

DEPARTMENT STORE SALES INDEX—FEDERAL RESERVE ; : * OR ponree marr sere rere errr erry -” oe ‘ens 963,436 

SYSTEM—1935-39 AVERAGE = 100 —— Se ee er ee me ee Kee Apr. 19 *97 lll 94 97 CASH DIVIDENDS ar PUBLICLY REPORTED 

EDISON ELECTRIC INSTITUTE: BY U. S. CORPORATIONS — U. S. DE- 

Electric output (in 000 kwh.)-.---~--~------~----~------- Apr. 26 $7,140,000 *7,104,255 7,263,009 6,673,505 PARTMENT OF COMMERCE — Month of 
FAILURES ‘COMMERCIAL AND INDUSTRIAL)—DUN & February (000's omitted) ------------____ $181,400 $505,700 $214,200 
E | SBC oa ee: 0. SERS ook Peers eee Apr. 24 168 183 164 162 

tp -negginn: Toman - CONSUMER PURCHASES OF COMMODITIES 

IRON AGE COMPOSITE PRICES: —DUN & BRADSTREET, INC, (1935- 

I VI I Oe cine Apr. 22 4.13lc 4.131c 4.131c 4.13lc 1939—100)—Month of March ° 331.6 *323.1 340.8 
ESS RDS, 5 ie pein ee. Apr. 22 $52.72 $52.72 $52.72 ae. ee ee ee ee ae eee . . . 
Scrap steel (per gross ton) Ec Apr. 22 $42.00 $42.00 $42.00 $43.00 DEPARTMENT STORE SALES—SECOND FED- 

— PRICES (E. & M. J. QUOTATIONS): ERAL RESERVE DISTRICT, FEDERAL 

ectrolytic copper— RESERVE BANK OF N. ¥. — 1947-1949 

Te SE ee Apr. 23 24.200c 24.200c 24.200c 24.200 AVERAGE = 100 — Month of March: 

il i Ta A ANAS AE i RT Ml Apr. 23 27.425¢ 27.425¢ 27.425¢ 24.425¢ Sales ‘average monthly), unadjusted______ 88 77 100 
ON ea at Apr. 23 121.500c 121.500c 121.500c 142.000c Sales ‘average daily}, unadjusted_________ 86 82 95 
aes ge SS OF Se a eee cael inandii tia Apr. 23 19.000c 19.000c 19.000c 17.000c Sales (average daily), seasonally adjusted__— 98 100 103 
I ER aE en rea A Se aD Apr. 23 18.800c 18.800c 18.800¢ 16.800c Stocks (unadjusted AE a i ela EA 113 104 *135 
ny eS ee Apr. 23 19.500c 19.560c 19.500c 17.500c Stocks, seasonally adjusted.._._._._.________ 108 107 129 

eS eee ee ee eee — 98.70 98.28 97.21 97.98 | FABRICATED STRUCTURAL STEEL (AMERI- 

TE ena GE: IE AT NE ES ENE Apr. 29 110.15 110.15 109.79 111.44 CAN INSTITUTE OF STEEL CONSTRUC- 

Se EC Se SE ae SSE ae ee eae PARIS Apr. 29 114.46 114.46 113.89 115.24 TION )—Month of March: 

ee ee Pe es rt eee ee PERS ENET Apr. 29 113.12 113.12 112.75 114.27 Contracts closed (tonnage)—estimated_____ 222,624 *230,832 297,517 
5 Ee Al OF 2 lg to Ay EA? 0 A set Sa ML DLE RT TTT Apr. 29 109.60 109.60 108.88 110.52 Shipments ‘tonnage)—estimated —........ 271,085 *246,398 237,087 
RE SRE Oe 2 eS bE EE © Es ee ae Apr. 29 104.14 104.14 104.14 106.04 ’ u 

Railroad SL a cebeanedenipeangecdibeeenwenp-mendill Apr. 29 107.44 107.44 106.74 107.80 FREIGHT CAR OUTPUT—DOMESTIC (AMER- 
NECROSS FF EES Apr. 29 109.60 or eae ed tee ———— CAR INSTITUTE)—Month 

ipnciansterggentl oc put eae EMITTER nanan ae Soe. 38 ied Deliveries ‘number of cars).....-......._- 8,159 7,358 7,011 

MOQDY’S BOND YIELD DAILY AVERAGES: 2 69 2.62 Backlog of orders at end of month (number 
Ce ey GORD ORGS... .. ew ndtonsgaecenns- warm wmn open y Apr. 29 2.59 2.62 6 Se pt aS Sa eae VERE yi: BEMET CR etd 115,854 118,394 158,619 
eS Le enim eeannnn smipaninn Apr. 29 3.16 3.16 te .- 

Aaa -------------------------------------------- -- Apr. 29 2.93 a —— > 04 | GAS APPLIANCE MANUFACTURERS ASSOCI- 
PPPS OES RS OS RRR S RSE Oe ORR OO MONS FOSSA Apr. 29 3.00 "19 3.23 31 ATION—Month of March: 
A ---------------------~------------------------------ Apr. 29 3.19 ye 3/50 3 3¢ Automatic gas water heater shipments 
(La one oe RRR eT | ro ae sat $38 3a (units) ____.. aaah acaemsiiie 152,200 146,100 240,000 

TORS TEED. 22h 5 rn nnn n= = on nn on == ee : : : ‘~ Domestic 1ange shipments ‘units)_-_—— 180,100 150,400 303,0 
gE ES RS ey ene ra Apr. 29 3.19 3.19 3.20 3.05 me e P 00 
pS eR are Apr. 29 2.96 2.97 3.98 2.8: | HOUSEHOLD VACUUM CLEANERS — STAND- 

MOODY’s COMMODITY INDEX_--..._----.-.---_-------- Apr. 29 427.8 432.1 436.6 517. ARD SIZE (VACUUM CLEANER MANU- 

J FACTURERS ASSN.) — Month of March: 
CIA : 
ag Se ge Dl bp 1 ~~, -eleunenanentarrianed pd SELES Se ee ets YA Apr. 19 163,,623 173,738 188,833 225,58. Pactory sales (number of units)-.__-_---- 290,092 235,936 290,242 
5,697 198,938 204,237 256,538 
syacuetien, ($6Ma), ——---------—-—-- eeneeen ree teres =.= = 85 107 | HOUSEHOLD WASHERS AND IRONERS — 
a sae coll dl, « «han ager yte Sapte oor eae Ape. 19 s prey. 391.531 694.218 STANDARD SIZE — (AMERICAN HOME 
Unfilled orders (tons) at end of period__.._......_-_---. Apr. 19 389,115 ’ , , LAUNDRY MANUFACTURERS’ ASSOCIA- 

OIL, PAINT AND BEUG REPORTER PRICE INDEX— 1408 154.5 TION)—Month of February: 

1926-36 AVERAGE = 100 -_--_- ----------------- Apr. 25 140.8 140.8 ; Factory sales of washers ‘units)__..-__..--. 255,864 213,998 341,328 

STOCK TRANSACTIONS FOR ODD- LOT ACCOUNT OF ODD- Factory sales of ironers (units) ~aadunbenmie 17,630 15,636 32,400 

LOT DEALERS AND SPECIALISTS ON N. Y. STOCK Pactory sales of dryers ‘units) ae ee 44,540 45,121 36,851 

EXCHANGE—SECURITIES EXCHANGE COMMISSION: fen ote: ts 
Odd-lot sales by dealers (customers’ purchases )— _| MANUFACTURERS’ INVENTORIES & SALES 

ee 8 ee Apr. 12 23,247 32,270 31,399 30,496 (DEPT. OF COMMERCE) NEW SERIES— 

RN ae Apr. 12 659,376 920,179 868,745 911,732 Month of February (millions of dollars): 

i RE i ITE Be Eta tlt AE Apr.12 $30,197,111 $41,508,247 $42,237,831 $40,480,963 Inventories: 

Odd-lot purchases by dealers (customers’ sales )— : . Durable . ---- $23,001 *$22,976 $17,251 

Number of orders—Customers’ total sales__.__.____ _..- Apr. 12 19,578 27,614 25,355 28,718 Nondurable = 19,078 *19,230 17,406 

ee FE eae eT 108 172 192 398 ——_ § —______ 
OS a T° eames: LEA EILT * * 19,470 27,442 25,163 28,320 Total . $42,079 *$42,206 $34,657 
Number of shares—Total sales___.__________ 2 _4pr. 12 541,842 772,858 706,552 806,061 Sales bide 23,267 22,512 22,261 
Gustemers’ epert. aples.....o i .....cue-e; ee ys 3,874 5,858 5,691 13,969 
Customers’ other sales__---.~-----_----------------Apr. 12 537,968 _ 767,000 ———s'700, 861 ,, £92,092 | MONEY IN CIRCULATION—TREASURY DEPT. 
* Dollar value —__- ~-~---------------i-------=---Apr.12 $23,415,126 $33,126,961 $30,422,367 $32,976,365 —As of Feb. 29 (000's omitted) _.--- $28,465,000 $28,386,000 $27,188,000 
Round-ict sales by dealers— atin 197,910 227,210 
ag ainda nea RE | 12 ena rod a2 186,900 —_ -" — PERSONAL INCOME IN THE UNITED STATES 
ae eet __ Apr. 12 158.800 216,990 197,910 227,210 (DEPARTMENT OF COMMERCE)—Month 
Round-lot purchases by dealers— aa a ~. nee Doge brine pore oie ae 
‘ 56 if 58,250 362,890 otal persona ncome — . , 

Number of shares- ee ee eee, ore Apr. 12 251,560 348, 760 = Wage and salary receipts, total inline 176.6 *175.8 163.4 

TOTAL ROUND-LOT STOCK SALES ON THE NEW YORK Total employer disbursements eee Aa 173.0 *172.1 160.0 

EXCHANGE AND ROUND-LOT STOCK TRANSACTIONS Commodity producing industries___._._. 77.0 *76.7 72.4 
oun" ee yo MEMBERS (SHARES): : Distributing industrie as 46.9 *46.8 44.5 

otal Round-lot sales— ; — 2 Service industries i 20.9 *20.7 19.8 

Short sales ---------------------------------- ---- ‘pr. 5 » 230.590 es 4 "7 bog - son aee Government jel 31.8 *31.6 26.7 
Other sales __ ~------------------ -- pT. 9 1,783,790 7,003,358 a aaa 3197 59 Less employee contributions for social 

Total sales _ ----‘4pr. 5 8,014,380 1,442,470 eee ren insurance —erens 4.0 4.1 3.4 

ROUND-LOT TRANSACTIONS FOR ACCOUNT OF MEM- Other labor income : 3.9 3.9 3.8 

Sens, EXCEPT ODD-LOT DEALERS AND SPECIALISTS Proprietors and rental income, _-- -- 48.4 *49.9 48.2 
Transactions of specialists in stocks in which registered— eS ' Personal interest income and dividends-_ 19.7 *19.4 19.2 

Total Semeneee BR, Ao sh acaieaiann . Apr. 5 830,560 154,166 834,260 814,910 Total transfer paymenis . 12.5 12.9 12.1 

Short sales Lr oe Apr. 5 130,490 108,910 137,370 156,000 Total nonagricultural income janine 236.9 *235.8 222.9 
Other sales | On ST CRETE at Apr. 5 744,740 570,270 657,210 —_ 
ont! sales ____. cnn nn eerie ~~ Apr. 5 875,230 679, 180 194,580 842,490 | PRICES RECEIVED BY FARMERS x, INDEX 
er transactions initiate ‘on e oor— - P a NUMBER — U. 8S. DEPT. F AGRIC - 
Tota) purchases ______------~- palertiitags _ Apr. 5 255,440 197,800 214,200 205,000 TURE — August, 1909-July, 1941—100—As 
Short sales BE ‘ Apr. 5 16,700 10,100 17,400 38,100 of February 15 
OS SE eee fl , _._Apr. 5 268,700 203,610 210,800 223,530 Unadjusted- 2 

Total sales a A - __Apr. 5 285,400 213,710 228,200 261,630 All farm products - ee ae 289 300 313 
Other transactions initiated off the floor— soe iS , Crops ; gs LAE 259 277 283 

SE yt 5 a eee Apr. 5 368,777 268,185 i. — Food grain __- PMP OR + 249 251 254 

A Re RN =i Apr. 5 35,650 43,310 151,840 , Feed grain and hay elt 230 234 222 
i cnesnanipitnans sae 457,490 352,871 473,797 354,420 Tobacco Sa 436 431 440 

man itiinnwe. & 493,140 396,181 625,637 407,310 Cotton . ; WS Ee 313 325 351 
Total round-lot transactions for account of members— Fruit : : RPP oT 168 171 204 

on Apr. 5 1,454,777 1,270,145 120A. 008 ae Teuek crepe Aaa 217 337 333 

AE erate et Fa RL SCS RCE 2 Apr. 5 182,840 162,320 306,610 1.264 480 en a 296 303 379 
EE SIL" tn cordinatesegtibashgiuatetate- dhiemthbaianadtaerinees ~<------ —songeee: & 1,270,930 1,126,751 1,341,807 1.511.390 Livestock and products eidieetecandindie 317 320 340 

i a enipeenancbenghammeneantinns soleiianendaad Apr. 5 1,653,770 1,289,071 1,648,417 42, Meat animals : Or Sees 377 376 425 

WHOLESALE PRICES, NEW SERIES — U. S. DEPT. OF Dairy products ee 317 316 285 

LABOR—( 1947-49 = 100): Poultry and eggs ‘ raiatedaties 161 200 205 
Commodity Group— . bs 

SP ED | 2o-nncrerqngres—————pa perry — Apr. 22 111.3 111.5 111.7 -----= | gINC OXIDE (BUREAU OF MINES)—Month 

Parm products eee Apr. 22 106.7 107.2 108.1 ai . of January: 

Processed foods ------------------------------------- Apr. 22 107.7 107.2 Lar serees Production ‘short tons) -_..~-..-~----~~- 15,617 15,889 20.359 

Meats __-----~---------~-~-~~~_~~---~~~-_--__-------- Apr. 22 111.4 520.7 aie. he DE: Shipments ‘short tons) CS BA 13,432 12,969 19,2'4 

All commodities other than farm and foods____________ Apr. 22 113.1 113.2 113.0 socnee Stocks at end of month ‘short tons) teat 29.618 27.433 11.053 
*Revised. +Not available. tOn sew basis. §Prelimimary figure. ‘Includes 492,000 barrels of foreign crude runs. *Revised figure. 
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Tomorrow’s 


Markets 
Walter Whyte 
Says — 


== By WALTER WHYTE 


~% couple of gremlins 
must’ve stepped in and pied 
the type in last week’s col- 
umn. After reading it in the 
paper I didn’t know what it 
said. It wasn’t just double- 
talk, it was all disjointed; at 
least the first few sentences 
didn’t make sense. 


% a a 


In any event, the selling 
that I feared would break out 
again, did occur last Thurs- 
day, or about the time last 
‘ week’s column reached your 
*hands. At the lowest point of 
that day there was a lot of 
buying that came in. Most of 
it, I think, came from the mu- 
tual funds. But on subsequent 
market days, the buying had 
dried up, and here and there 
the same sort of selling that 
preceded the recent break 
<ropped up again. 


a a % 


Basically, it seems to me 
that the news is catching up 
with the trend of prices. The 
Korean developments are now 
coming to a head; new tense- 
mess is developing in Ger- 
many. Over all this there is 
a hot political campaign that 
is slowly gathering momen- 
tum and an angry Congress 
that is lopping off funds that 
Truman has asked for. All 
these are part and parcel of a 
potential picture that must 
affect the stock market. If 
war stops in Korea, there’ll 
be plenty of hollering to cut 
down defense spending. If we 
are to continue playing footsie 
with Europe we have to con- 


== CALL === 


Per 100 Shares Plus Tax 
Phillips Petrol.@56"% July 7 $137.50 
Salt. & Ohio. .@22'2 July 30 137.50 
Seedebaker Qa? ‘iene 27 250.00 

aker .. une J 
Consol. Vultee. @17'aJuly 16 150.00 
Trans-W'd Air.@205% Sep. 25 237.50 
Ach.Top.&S.Fe@79 June 27 oo 
fHlinoi Riss 774) 30 275.00 
ee ee 23 387.50 
Uw. S. Smelting@75'%4 June 23 pa a 
Worthern Pac..@80'4}une 23 225.00 
Cities agra ron _ aan 
Kern Co. Land@55 Aug. A 
MoKan.Tex.pf.@56 June 18 425.00 
United Airlines@26'4 June 30 137.59 
Glenn Martin. .@10'25 mos. 175.00 
Sotl. Tel. & Tel.@18 Smos. 112.50 
Stand. Oil NJ.@74°.6 mos. 575.00 


Subject to prior sale or price change 
Explanatory pamphlet on request 


We also make quotations for 30 days, 
GO days, 90 days and 6 month options, 


THOMAS, HAAB & BOTTS 


Members Put & Call Brkrs. & Dirs. Assn., Inc. 








{0 Broadway, New York 4 Tel. BO 9-8470 





tinue spending. Who will be 
the actual candidates and 
what they'll stand for is an- 
other obstacle. It’s no wonder 
the market is confused. When 


it’s like that I prefer to stay 


out. 
same. 


I suggest you do the 


[The views expressed in this 
article do not necessarily at any 
time coincide with those of the 
Chronicle. They are presented as 
those of the author only.| 





Continued from page 38 


Simple Propositions 
In Monetary Policy 


straints on credit expansion which 
had been relaxed earlier in the 
year should be reimposed. A cu- 
rious bit of working at cross pur- 
poses developed. The Treasury 
evidently thought that our argu- 
ments for credit restraint were be- 
ing made known to the market 
and were resulting in downward 
pressure on prices and upward 
pressure on yields of government 
securities. We observed, on the 
other hand, that the Treasury was 
adopting the practice of announc- 
ing forthcoming offerings of se- 
curities weeks instead of days in 
advance of the actual offering 
date, thus in effect committing us 
to continuous support of existing 
market conditions if the offerings 
were to be successful. 


It was with about a year of such 
experience behind us, that we 
came to Aug. 18, 1950. The out- 
break of war in Korea had set off 
an inflationary splurge which 
could not be ignored. As stated 
in the answer of the Presidents of 
the Federal Reserve Banks (to 
question D 13 in the questionnaire 
you addressed to them) the Sys- 
tem stood aside until the President 
had sent a special message to the 
Congress on the defense needs 
growing out of the Korean hos- 
tilities and until the Treasury had 
determined the probable magni- 
tude of early additional financing. 
When the national course had been 
set and an anti-inflationary pro- 
gram announced, which placed 
primary reliance on fiscal and 
credit measures, the Federal Open 
Market Committee felt that in 
support of this program the Fed- 
eral Reserve System should use 
all the means at its command to 
restrain the further expansion of 
bank credit, while maintaining or- 
derly conditions in the govern- 
ment security market. 


Increase in the Discount Rate 


The immediate action taken on 
Friday, Aug. 18, was approval by 
the Board of Governors of an in- 
crease in the discount rate of the 
Federal Reserve Bank of New 
York from 1% to 1%%, effective 
at the opening of the next busi- 
ness day, Monday, Aug. 21, and 
approval by the Federal Open 
Market Committee of a general 
policy of making reserves less 
readily available to the banks, by 
purchases of government securi- 
ties, thus restricting the principal 
source of new credit in the econ- 
omy. These actions contemplated 
an open market policy within 
which we would be reluctant buy- 
ers rather than ready buyers of 
government securities, a conse- 
quent rise in short-term rates, 
restoration of the discount rate as 
a policy weapon, and a reduction 
of the price at which we would 
buy the longest term restricted 
bonds so as to eliminate most of 
the premium we had been paying. 

Advice of the action of the Board 
and of the Committee was con- 
veyed to the Treasury on Friday 
afternoon, Aug. 18. The Secretary 
was told that the action had been 
taken and that a public statement 
concerning it was being prepared 
for issuance that afternoon; that 
his blessing had not been specifi- 
cally sought in advance because it 
had been decided that this would 
be asking too much of him in the 


field of our primary responsibil- 


ity. The immediate response was 
that an accomplished fact required 
no comment. The delayed response 
was advice to us, that same after- 
noon, that the Treasury had de- 
cided to announce its September- 
October, 1950 refunding—a $13 
billion operation — immediately, 
maintaining the existing rate of 
1%% for one year obligations. 
(The actual offering was a 13- 
month note.) The inconsistency 
of this decision with our action 
was clear to all concerned. 

We could not reverse our earlier 
action, in the light of our respon- 
sibilities to the Congress and to 
the public as we saw them. We 
took the only other course open 
to us. We purchased the larger 
part ($8 billion) of the securities 
maturing Sept. 15 and Oct. 1, 1950, 
in order to assure that there would 
not be an overwhelming rejection 
of the Treasury offering. At the 
same time, to offset these addi- 
tions to the System portfolio, and 
to bank reserves, we sold other 
securities at higher yields, yields 
more nearly reflecting market con- 
ditions and more nearly in line 
with our action on discount rates 
and our open market policy. This 
was a deplorable situation, but it 
seemed to us then and it seems to 
me now that our action enabled 
us to hold the volume of Federal 
Reserve credit and member bank 
reserves at lower levels than if 
we had continued to peg one year 
obligations at 14% through a pe- 
riod of strong and rising credit 
demands, In that case we would 
have been: persistent buyers of 
short-term securities without the 
possibility of offsetting sales. For 
the longer pull, we were taking 
an important step toward regain- 
ing the initiative with respect to 
reserve funds, rather than leaving 
that initiative with the market. 


The next Treasury financing 
about which a question has been 
raised, involved the refunding of 
$2,600 million bonds maturing 
Dec. 15, 1950 and $5,300 million 
certificates maturing Jan. 1, 1951. 
The joint refunding offering, an- 
nounced Nov. 22, 1950, was a 
5-year 1%4% Treasury note which 
all had agreed should be tried in 
order to improve the debt struc- 
ture and to space out maturities 
which were becoming congested 
because of repeated financing in 
the one year area. The. initial re- 
sponse to the announcement was 
favorable; the issue was consid- 
ered to be fairly priced. As it 
turned out, however, the new note 
did not meet the needs of a sub- 
stantial number of the holders of 
the maturing issues, who preferred 
either to do their own refunding 
into shorter-term obligations in 
the market, or to take cash at 
maturity; and the banks were less 
willing than usual to absorb the 
“rights” which these holders of- 
fered for sale, either because of 
their own liquidity position or be- 
cause of apprehension concerning 
the future course of prices and 
yields growing out of the Septem- 
ber-October financing experience 
and the evidence of Treasury- 
Federal Reserve conflict. In terms 


of the amount of the maturing 
issues bought by the Federal Re- 
serve and the amount redeemed 
for cash, the financing was not a 
success by the standards of recent 
years. 


The Commercial and Financial Chronicle 


It has been stated that the Fed- 
eral Reserve, on the first day of 
trading (Nov. 24, 1950) after an- 
nouncement of the new issue, al- 
lowed the market to go off sharp- 
ly, notwithstanding the fact that 
the issue had been proposed by 
the Federal Reserve, and the 
Chairman of the Board of Gov- 
ernors had assured the Treasury 
of the System’s full cooperation. 
That doesn’t mean that we put 
the market down; it merely means 
that we didn’t buy so heavily and 
so generally as to hold up the 
price of every outstanding issue. 
Nevertheless the implication is 
that a failure of promised coop- 
eration contributed to the lack of 
suceess of the financing. In my 
opinion, the Federal Reserve did 
everything it properly could to 
make the issue a success including 
the purchase of $2.7 billion of the 
“rights” or maturing issues (pur- 
chases only partly offset by sales 
of $13 billion of outstanding 
Treasury notes due in 1951), an 
action directly contrary to our 
desire to keep additional Federal 
Reserve funds out of the market. 
It is true that quotations for out- 
standing issues, particularly bank 
eligible issues, declined in the 
market on the first trading day 
following the announcement of 
the financing, a not unusual de- 
velopment when it becomes 
known that a large bloc of new 
securities is to be placed in a 
particular area of the market. We 
resisted this tendency although, of 
course, we did not try to peg or 
even support the price of every 
issue in the market. Our transac- 
tions that day showed purchases 
of $70,900,000 of Government se- 
curities including $34 million of 
“rights,” and offsetting sales of 
$24 million of short securities for 
which there was a demand. 
Throughout the whole period un- 
til the books on the new issue 
were closed on December 7 a 
premium was maintained on the 
new issue despite the fact that 
prices on many outstanding issues 
continued to move lower. There 
were several reasons for the rela- 
tively unsatisfactory experience 
with this financing and we may 
have made mistakes in recom- 
mending it and in our technical 
handling of the market, but lack 
of cooperation of the Federal Re- 
serve was not the trouble. 


On the next point where con- 
troversy has been exhumed by 
answers to your questionnaire, I 
cannot testify from personal 
knowledge. I was not at the meet- 
ing of the President, the Secretary 
of the Treasury, and the Chair- 
man of the Board of Governors, 
in January, 1951, at which the 
Chairman is said to have assured 
the President that he need not be 
concerned about the 2%% long- 
term rate on government securi- 
ties. So far as the Federal Open 
Market Committee is concerned, 
it was not then advocating that 
the price of the longest term out- 
standing bonds—the 2%2.% bonds 
of 1967-72—be allowed to decline 
below par, although it was most 
anxious to quit paying for these 
issues a premium which was an 
open invitation to holders to sell 
out at a profit. On the other hand, 
the Committee had not taken any 
action which would have author- 
ized the Chairman to commit it 
to support future long-term fi- 
nancing on a 24%% basis. 


The final point in this record on 
which I feel I must comment, is 
the statement that as a result of 
a series of conferences in early 
February, 1951, including confer- 
ences with the Chairmen of the 
two banking committees of Con- 
gress, and the Chairman of the 
Joint Committee on the Economic 
Report, it was generally agreed 
that there should be no change 
in the existing situation in the 
government security market, 
while the Secretary of the Treas- 
ury was in the hospital recuperat- 
ing from an operation. This sug- 
gestion was offered but it was 


.. » Thursday, May 1, 1952 


never accepted by the Federal 
Open Market Committee, and at 
the conferences which I attended 
it was made clear that it could 
not be accepted, desirous though 
we were of reaching some agree- 
ment with the Treasury. 


We were disturbed, of course, 
by the illness of the Secretary, 
but we did not think that our 
business and the Treasury’s busi- 
ness, which means the public’s 
business, could be held in sus- 
pense for the indefinite period of 
his recuperation. The pressures 
were too great. We were being 
forced to put large amounts of re- 
serve funds into the market each 
day in support of the longest 
term government bonds at pre- 
mium Prices, a policy which we 
considered to be profoundly 
wrong. Inflationary pressures 
were again strong. We said, there- 
fore, that unless there was some- 
one at the Treasury who could 
work out a prompt and definitive 
agreement with us as to a mutually 
satisfactory course of action, we 
would have to take unilateral ac« 
tion. Conferences of representa- 
tives of the Treasury and the Fed- 
eral Reserve were resumed, and 
an accord was reached which was 
approved by the Secretary of the 
Treasury and the Federal Open 


ae Committee early in March, 


There was no breach of faith 
with members of the Congress or 
others involved in this fortunate 
ending of our differences, which 
provided the basis for the further 
development of a coordinated pro- 
gram of debt management and 
credit policy. I think we are back 
on the track, and that with free 
and extensive consultation be< 
tween the Treasury and the Fed- 
eral Reserve—both at the policy 
level and the staff level—we can 
stay there. That is the hopeful 
outcome of our difficulties, and 
the justification for discussing our 
differences so freely. 


As you can see, our road has 
been a difficult one. It is wrong, 
however, to speak of it as a war 
between the government and the 
central bank. There can be no 
such war, with battles won and 
lost. The Treasury and the Re- 
serve System are parts of or 
agents of the government. They 
seek to carry out the national 
policies of government. I should 
hope and expect that as a result 
of our experience, and of the 
studies and deliberations of your 
Committee, we shall be able to 
do a better job in the future than. 
we have in the past. We all have 
the same great objective, the 
maintenance of the integrity of 
the dollar and the stability of our 
economy. A proper and coor-- 
dinated policy of debt manage- 
ment and credit policy can con- 
tribute greatly to these ends. No: 
important changes in our powers: 
nor major alterations in our 
structural forms are necessary to 
achieve our purpose. We need 
only the ability to assess our 
problems wisely, the earnest de- 
sire to work them out jointly, 
and the will to act resolutely. 


Bache Adds to Staff 


(Special to Tue Frinanciat CHrontcie) 

MIAMI, Fla—George A. 
Lowander has become associated 
with Bache & Co., 96 Northeast 
Second Avenue. He was formerly 
with Francis I. du Pont & Co. 


Joins J. R. Williston 
(Special to Tue Frinanciar CHRONICLE) 
MIAMI BEACH, Fla.—Melvin 

M. Shrago is now affiliated with 


J. R. Williston & Co., 411 Seventy- 
first Street. 


With Looper & Co. 


(Special to THE FINANCIAL CHRONICLE) 
JOPLIN, Mo.—James R. Hardin 
has become affiliated with Looper 


& Company, Joplin National Bank 
Building. 














Securities Now 


Alabama Gas Corp. (5/15) 

April 17 filed $4,000,000 first mortgage bonds, series C, 
due 1971. Proceeds—For construction program. Under- 
writers — To be determined by competitive bidding. 
Probable bidders: Halsey, Stuart & Co. Inc.; White, Weld 
& Co., Kidder, Peabody & Co. and Stone & Webster Se- 
ecurities Corp. (jointly); The First Boston Corp.; Salo- 
mon Bros. & Hutzler, Equitable Securities Corp. and 
Carl M. Loeb, Rhoades & Co. (jointly). 


% Alaska Airlines, Inc. 

April 25 (letter of notification) $155,000 of 5%% con- 
vertible coupon bonds due Feb. 1, 1964. Price—At par 
(in denominations of $1,000 and $500 each). Proceeds— 
For purchase of aircraft parts and supplies and for work- 
ing capital. Office—501 Fifth Avenue, New York 17, 
N. Y. Underwriter—R. H. Johnson & Co., New York. 


%* Allied Glass Corp., Martins Ferry, Ohio 

April 21 (letter of notification) 30,000 shares of capital 
stock preorganization subscriptions to be issued to or- 
ganization committee, who shall be obligated to purchase 
stock at par ($10 per share) upon demand of the cor- 
poration. Proceeds—None. 


Aluminum Co. of America 
April 1 filed 489,073 shares of common stock (no par) 
reserved for issuance pursuant to Employees Stock Op- 
tion Plan. Price—At a fixed price based on market. 
Proceeds—For general corporate purposes. Underwriter 
—None. Statement effective April 23. 


%* Aluminum Co. of Canada, Ltd. (5/20-21) 

April 29 filed $90,000,000 of sinking fund debentures due 
1970 (to be guaranteed by Aluminium, Ltd., parent, and 
payable in U. S. dollars). Proceeds—For expansion. 
Underwriter—The First Boston Corp., New York. 


American Can Co. (5/8) 

April 17 filed 989,599 shares of common stock (par 
$12.50) to be offered for subscription by common stock- 
holders at rate of one such share for each 10 shares held 
on or about May 8; rights to expire May 26. Price—To 
be supplied by amendment. Proceeds — For expansion 
and working capital. Underwriters—Morgan Stanley & 
Co. and Clark, Dodge & Co., New York. 


® American Greetings Corp. (5/6) 

April 15 filed 200,000 shares of common stock (par $1). 
Price — To be supplied by amendment (expected at 
around $12 per share). Proceeds—To selling stockhold- 
ers. Business—Manufacture and sale of greeting cards. 
Underwriter—McDonald & Co., Cleveland, Ohio. 


@® American Hard Rubber Co. 

March 28 filed 96,655 shares of common stock (par 
$12.50) to be offered for subscription by stockholders 
at rate of one new share for each four shares of pre- 
ferred stock or two shares of common stock held (wita 
oversubscription privileges). Price—-To be supplied by 
amendment. Proceeds—For plant additions and con- 
struction. Underwriter—Blair, Rollins & Co. Inc., New 
York. Temporarily postponed. 


® American Machine & Foundry Co. 

March 27 filed a maximum of 255,467 shares of common 
stock (no par) being offered in exchange for all of the 
191,600 shares of International Cigar Machinery Co. stock 
(not already owned by American) on a 1%-for-1 basis. 
Offer to expire on May 23, unless extended. Dealer- 
Manager—Reynolds & Co., New York. Statement effec- 
tive April 21. 


%* Applied Research Laboratories, Glendale, Calif. 
April 22 (letter of notification) 33,000 shares of capital 
stock (par $1). Price—$9 per share. Proceeds—To repay 
loan and for working capital. Office—3717 Park Place, 
Glendale, Calif. Underwriter—Lester, Ryons & Co., Los 
Angeles, Calif. 


%* Arkansas Oil Ventures, Inc., Oklahoma City, Okla. 
April 22 (letter of notification) 1,999,000 shares of com- 
mon stock (par one cent). Price—15 cents per share. 
Proceeds—For drilling expenses and working capital. 
Underwriter—tTellier & Co., New York. 


® Ashiand Oil & Refining Co. (5/6) 

April 16 filed not exceeding 600,000 shares of no par 
value cumulative second preferred stock, series of 1952, 
convertible prior to June 15, 1962. They will be initially 
offered for subscription by common stockholders of rec- 
ord May 6 on a 1-for-9 or 1-for-10 basis, with rights to 
expire on May 22. Price—To be supplied by amendment. 
Proceeds—For capital additions and improvements and 
working capital. Underwriter—A. G. Becker & Co., Inc., 
Chicago, Ill. 
*% Ashiand Oil & Refining Co. 

April 25 (letter of notification) 3,000 shares of common 
stock (par $1). Price—At the market (approximately 
$19.12'2 per share). Proceeds— For working capital. 


Office—1409 Winchester Avenue, Ashland, Ky. Under- 
writer—None. 


Bay Petroleum Corp., Denver, Colo. 
April 17 (letter of notification) 2,631 shares of common 
stock (par $1). Price—At market (approximately $38 per 
share). Proceeds—To C. U. Bay. Underwriter—A. M. 
Kidder & Co., New York. 

Bell & Gossett Co., Morton Grove, Ill. 
March 28 (letter of notification) 1,000 shares of common 
stock (par $5). Price—At market (approximately $27.25 
per share). Proceeds — To R. Edwin Mocre, the selling 


stockholder. Underwriter—Ames, Emerich & Co., Inc., 
Chicago, HL. 
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Bingham-Herbrand Corp. 

March 19 filed $2,000,000 convertible debentures due 
April 1, 1964. Price—To be supplied by amendment. 
Proceeds—To repay short-term loans, and for other cor- 
porate programs. Underwriters—Straus, Blosser & Mc- 
Dowell, Chicago, Ill. Statement to be withdrawn. Ar- 
rangement being made with insurance company for pri- 
vate placement. 


%* Blue Bell, Inc., Greensboro, N. C. 

April 21 (letter of notification) 25,000 shares of com- 
mon stock (par $5). Price—$10 per share. Proceeds— 
For working capital. Office—Jefferson Standard Bldg., 
Greensboro, N. C. Underwriter—None. : 


® Bridgeport Brass Co., Bridgeport, Conn. 

April 8 filed 125,732 shares of cumulative preferred 
stock (par $50-convertible through May 1, 1962) to be 
offered for subscription by common stockholders at rate 
of one preferred share for each seven and one-half shares 
of common held. Price—To be supplied by amendment. 
Proceeds—To redeem outstanding 3%% serial deben- 
tures and repay 242% notes. Underwriters—Hornblower 
& Weeks and Stone & Webster Securities Corp., New 
York. Offering—tIndefinitely postponed. 


* Brookings Plywood Corp., Brookings, Ore. 
April 22 (letter of notification) eight shares of common 
stock. Price—At par ($5,000 per share). Proceeds—For 
working capital. Underwriter—None. 


% Cambridge Hotels, Inc., Cambridge, Mass. 

April 25 (letter of notification) $250,000 of 10-year 74% 
convertible debentures due May 1, 1962, and 25,000 shares 
of class A common stock (par $1), of which stock 2,500 
shares are being issued with the debentures to be sold 
in units of one $1,000 debentures and 12 shares of com- 
mon stock, and 22,500 shares are being reserved for is- 
suance upon conversion of the debentures. Price—-$1,000 
per unit. Proceeds — To purchase Continental Hotel 
Building and two apartment buildings and for operating 
expenses. Underwriter—Clayton Securities Corp., Bos- 
ton, Mass. The letter of notification also covers 10,000 
shares of class B common stock (par $1), of which 3,000 
shares will be issued to the underwriter in the event 
that not less than 220 units have been sold as compen- 
sation and 7,000 shares will be issued to Chauncey 
Depew Steele, Jr., for services. 


Canadian Fund, Inc., New York 
April 16 filed 1,706,000 shares of capital stock (par $1). 
Price—-At market. Proceeds—For investment. Under- 
writer—Calvin Bullock, New York. Business—Open-end 
investment company. 


Cardiff Fluorite Mines, Ltd., Toronto, Canada 
Feb. 21 filed 675,000 shares of common stock (par $1). 
Price—$1.25 per share. Proceeds—For development ex- 
penses and general corporate purposes. Underwriter— 
Frank P. Hunt & Co., Inc., Rochester, N. Y. 


Carpenter (L. E.) & Co., Wharton, N. J. 
March 20 (letter of notification) 5,000 shares of common 
stock (par $1). Price—At the market. Proceeds—To 
Jerome L. Long, the selling stockholder. Underwriter— 
Eisele & King, Libaire, Stout & Co., New York. 


@ Case (J. 1.) Co., Racine, Wis. 

April 4 filed 377,058 shares of common stock (par $12.50) 
being offered for subscription by common stockholders 
of record April 24 at rate of one new share for each five 
shares held; rights to expire on May 12. Price—$24.50 
per share. Proceeds—To repay bank loans. Underwriters 
—Morgan Stanley & Co. and Clark, Dodge & Co., New 
York. Statement effective April 24. 


Celon Co., Madison, Wis. 
April 17 (letter of notification) $110,000 of convertible 
subordinated debentures due 1965. Price—At par ($100 
each). Proceeds — For working capital. Office — 2034 
Pennsylvania Ave., Madison, Wis. Underwriter—None. 
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NEW ISSUE CALENDAR 


May 1, 1952 


Denver & Rio Grande Western RR..__Eq. Tr. Ctfs. 
(Bids 1 p.m. CDT) 


May 5, 1952 
aS Common 


(Hayden, Stone & Co. and Adamex Securities Corp.) 


Northwest Bancorporation 
(The First Boston Corp. and Blyth & Co., Inc.) 


Sonoco Products Co., Hartsville, S. C...--- Common 
(R. 8. Dickson & Co. and D. H. Crawford Co., Inc.) 
Wisconsin Electric Power Co._-.----------~- Bonds 
(Bids 11 a.m. EDT) 

May 6, 1952 
American Greetings Corp.__------------- Common 
(McDonald & Co.) 

Ashland Oil & Refining Co.__.---------- Preferred 
(A. G. Becker & Co., Inc.) 

New Jersey Bell Telephone Co.__------ Debentures 


‘Bids 11 a.m. EDT) 
Southern Union Gas Co., Dallas, Tex..._Debs. & Pfd. 
‘Blair. Rollins & Co., Inc.) 


Texas Electric Service Co.__------- Bonds & Debs. 
Bids noon EDT) 
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*% INDICATES ADDITIONS 


SINCE PREVIOUS ISSUE 
® ITEMS REVISED 


May 7, 1952 
Chicago, St. Paul, Minneapolis & A 
EERE HS Be Equip. Tr. Ctfm 
(Bids noon CDT) 
New England Electric System___________ Commen 
(Bids noon EDT) 
Union Oil Co. of California__.__________ Debentures 
(Dillion, Read & Co.) 
May 8, 1952 
FE. SS Se Commes 


(Morgan Stanley & Co. and Clark, Dodge & Co.) 


Chicago & Western Indiana RR._________-_-_ 
(The First Boston Corp. and Halsey, Stuart & Co. Inc.) 


May 12, 1952 


Food Machinery & Chemical Corp... __-_- Commen 
(Kidder, Peabody & Co. and Mitchum, Tully & Co.) 


May 13, 1952 


Firestone Tire & Rubber Co... ------ Debentures . 


(Harriman, Ripley & Co., Inc.) 


Worcester County Electric Co._._......---~- Bonds 
(Bids noon EDT) 


May 14, 1952 


Central RR. of Georgia_________- Equip. Trust Ctfs, 
(Bids to be invited) 

Crane Co., CHRRIIR. Bion den 0 oe Debentures 
(Morgan Stanley & Co. and Clark, Dodge & Co.) 
Elliott Co., Jeanette, Pa.......--..------- Preferred 
(P. Eberstadt & Co., Inc.) 

Iowa Power & Light Co._.....----.------ Common 
(Smith, Barney & Co.) 
ee Er ee ee ee eR ee Common 


(Blyth & Co., Inc.) 


New York State Electric & Gas Corp._--- Common 
(The Pirst Boston Corp.) 


May 15, 1952 


Bieta Gal Gee ameettimientiaenencl Bonds 
(Bids to be invited) 
Metals & Chemicals Corp..__..-..------- Common 
(Beer & Co.) 
May 19, 1952 
Davison Chemical Corp.._.---.---.----- Preferred 


(Alex. Brown & Sons) 


May 20, 1952 


Aluminum Co. of Canada, Ltd.__.-__~- Debentures 
(The First Boston Corp.) 
Hammermill Paper Co.__.-.---.--------- Common 
(A. G. Becker & Co. Inc.) 


NEE BA EE «ee eae pee Debentures 
(Bids to be invited) , 
May 21, 1952 

Iowa Power & Light Co.___------.--------- Bonds 
(Bids to be invited) 
May 26, 1952 


Dallas ‘Power & Light Co._-.-..-.------- Preferred 
(Bids noon EDT) 


May 27, 1952 

Long Island Lighting Co.__.-..--------- Preferred 
(W. C. Langley & Co.) 
June 4, 1952 

Baltimore & Ohio RR.___------- Equip. Trust Ctfs 
(Bids to be invited) 


June 10, 1952 


~»y 


Kansas Gas & Electric Co... ._--_--- Bonds & Stock — 


(Bids noon EST on bonds; 10:30 a.m. EST on stocks) 


June 24, 1952 


Gulf Power: (iicshs dubcwitiowotltinn st denenws Bonds 
(Bids to be invited)’ 


July 1, 1952 
Illinois Bell Telephone Co... .----------- Common 
(Offering to stockholders) 


July 8, 1952 


Gesrnin Power GS... <acdcsecdsedstestiises Bonds 
(Bids to be invited) 








PitTsBURGH CuHicaco 
San FRANCISCO CLEVELAND 


New York Boston 
PHILADELPHIA 


Private Wires to all offices 
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% Central Oklahoma Oil Corp., Oklahoma City, Okla. 
April 21 (letter of notification) 30,000 shares of com- 
mon stock (par 10 cents) to be issued pursuant to option 
warrants for a like number of shares exercisable at 
$1.25 per share. Price—At market (estimated at $1.75 

r share). Proceeds — For working capital. Office — 

faniff Bldg., Oklahoma City, Okla. Underwriter—None. 


Central Vermont Public Service Corp. 

April 23 filed $1,500,000 of first mortgage bonds, series H, 
due May 1, 1982, and 108,900 shares of common stock 
(par $6). The latter issue is to be first offered for sub- 
scription by common stockholders at the rate of one 
share for each six shares held. New England Public 
Service Co., parent, owner of 35.5% of Central Vermont 
common, will waive its subscription rights to the new 
shares. Proceeds—To repay bank loans and for new con- 
struction. Underwriters—To be determined by competi- 
tive bidding. Probable bidders: (1) For bonds, Halsey, 
Stuart & Co. Inc.; Lehman Brothers; Kidder, Peabody & 
Co.; Coffin & Burr, Inc. and First Boston Corp. (jointly); 
R. W. Pressprich & Co. and Equitable Securities Corp. 
(jointly); Union Securities Corp. (2) For stock, Coffin 
& Burr, Inc.; Blyth & Co., Inc.; Harriman Ripley & Co., 
Inc.; W. C. Langley & Co., Glore, Forgan & Co. and 
Merrill Lynch, Pierce, Fenner & Beane (jointly). 


Century Acceptance Corp., Kansas City, Mo. 
April 14 (letter of notification) $250,000 of 15-year 6% 
junior registered sinking fund debenture notes duc 
April 1, 1967, and 24,500 sharés of class A common stock 
(par $1). Price—Of notes, at par (in denominations of 
$100 each), and of stock, $2 per share. Proceeds — For 
working capital. Office—1334 Oak St., Kansas City, Mo. 

Wnderwriter—Wahler, White & Co., Kansas City, Mo. 


* C. I. T. Financial Corp., New York 
April 25 filed 150,000 shares of common stock (no par) 
to be offered pursuant to a restricted stock option plan 
for key employees to certain employees of the company 
and its subsidiaries. Underwriter—None. 


Citizens Credit Corp., Washington, D. C. 

April 10 (letter of notification) $125,000 of 6% subordi- 
nated debentures due 1969 (with warrants attached to 
purchase 3,750 shares of class A common stock at $15 
per share and 750 shares of class B common at 25 cents 
per share). Price—At 99% and accrued interest. Pro- 
ceeds—-To acquire loan offices and subsidiaries. Office 
—1028 Connecticut Avenue, Washington 6, D.C. Under- 
writer—Emory S. Warren & Co., Washington, D. C. 


* Columbia Lumber Co. of Alaska 
April 18 (letter of notification) $300,000 of first mortgage 
8% bonds. Price — At par (in denominations of $500 
each). Proceeds—For expansion and working capital. 
Address—Box 110, Juneau, Alaska. Trustee—National 
Bank of Alaska. Underwriter—None. 


Consolidated Industries, Inc. 
March 17 (letter of notification) 200,000 shares of com- 
mon stock. Price—$1l per share. Proceeds—For con- 
struction of sulphuric acid, fertilizer and wood sugar 


plants. Office—i174 North Main Street, Salt Lake City, 
Utah. Underwriter—None. 


Consolidated Underwriters Investment Corp. 
March 26 (letter of notification) 30,000 shares of class 
A common stock. Price—At par ($10 per share). Pro- 
ceeds—For working capital. Office—507 Spring Street, 
Shreveport, La. Underwriter—None. 


* Consumers Cooperative Services, Inc. 

April 24 (letter of notification) 2,000 shares of common 
stock, Price—At par ($5 per share). Proceeds—To re- 
purchase stock of corporation. Office—38 Park Row, 
New York 7, N. Y. Underwriter—None. 


® Continental Radiant Glass Heating Corp. 

April 16 (letter of notification) 100,000 shares of cumu- 
lative convertible preferred stock (par $1) being first 
offered for subscription by stockholders of record April 
28 on a pro rata basis; rights to expire May 13. Price— 
To stockholders $2.70 per share and to public $3 per 
share. Proceeds—For expansion of sales and working 
capital. Office—1i East 35th St., New York, N. Y. Under- 
writer—Aetna Securities Corp., New York. 


Continental Royalty Co., Dallas, Tex. 
March 18 (letter of notification) 120,000 shares of com- 
mon stock (par $1). Price—$2.50 per share. Proceeds— 
To purchase royalties and mineral deeds, oil and gas. 
Office—740 Wilson Building, Dallas Texas. Underwriter 


Southwestern Securities Co. and Hudson Stayart & Co., 
Inc., of Dallas, Texas. 


%& Crane Co., Chicago, Ill. (5/14) 

April 23 filed $20,000,000 of 25-year sinking fund deben- 
tures due May 1, 1977. Price—To be supplied by amend- 
ment. Proceeds — To repay short-term notes and for 
working capital. Business—Manufacture and distribution 
of plumbing fixtures, and accessory equipment for air- 
craft. Underwriters—Morgan Stanley & Co. and Clark, 
Dodge & Co., of New York. : 


Cribben & Sexton Co., Chicago, Ill. 
March 3 (letter of notification) 900 shares of 41%% cumu- 
lative preferred stock (par $25). Price—At the market 
(approximately $13 per share). Proceeds—To Harold E. 


Jalass, the selling stockholder. Underwriter — W 
Hummer & Co., Chicago, II. ~ 


% Crossett (Ark.) Lumber Co. 
April 22 (letter of notification) 9,350 shares of common 
stock (par $5). Price — $32 per share. Proceeds — For 


working capital. Underwriter — Equitable S iti 
Corp., Nashville, Tenn. quitable Securities 
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® Daitch Crystal Dairies, inc. 

Jan. 31 filed 147,000 shares of common stock (par $1), of 
which 125.000 shares will be offered by company and 
22,000 shares by present stockholders. Price—To be sup- 
plied by amendment. Proceeds — To open additional 
supermarkets. Underwriter—Hirsch & Co., New York. 
Offering—Now expected about the middle of May. 


Dallas Power & Light Co. (5/26) | 
April 21 filed 100,000 shares of cumulative preferred 
stock (no par). Proceeds—To repay advances from Texas 
Utilities Co., parent, and for new construction. Under- 
writers — To be determined by competitive bidding. 
Probable bidders: Kidder, Peabody & Co., Blyth & Co., 
Inc. and Merrill Lynch, Pierce, Fenner & Beane (joint- 
ly); The First Boston Corp.; Lehman Brothers; Union 
Securities Corp.; Harriman Ripley & Co., Inc.; White, 
Weld & Co. and Equitable Securities Corp. (jointly). 
Bids—Expected to be received at noon (EDT) on May 26. 


% Davison Chemical Corp. (5/19) 

April 29 filed 128,533 shares of cumulative preferred 
stock, series A (par $50) to be offered for subscription 
by common stockholders at rate of one preferred share 
for each five common shares held. Price—To be supplied 
by amendment. Proceeds—From sale of stock, plus funds 
to be received from insurance company on a $15,000,000 
long-term: loan to mature May 1, 1967, for refunding of 
$4,300,000 outstanding 34%% notes and for expansion 
program. Underwriter — Alex, Brown & Sons, Balti- 
more, Md. 


® Dayton Power & Light Co., Dayton, Ohio 

March 18 filed 50,000 shares of common stock (par $7), 
to be reserved under the company’s employees’ stock 
plan. Frice—$28.75 per share for first six months period 
and at a fixed price based on market price thereafter. 
Underwriter—None. Statement effective April 11. 


Dean Co., Chicago, III. 
April 10 (letter of notification) 4,000 shares of common 
stock (par $10). Price—$16.50 per share. Proceeds— 
To T. A. Dean, trustee under the will of J. R. Dean. 
Office—666 Lake Shore Drive, Chicago 11, Ill. Under- 
writer—Boettcher & Co., Denver, Colo. 


Deardorf Oil Corp., Oklahoma City, Okla. 
April 14 (letter of notification) 2,000,000 shares of com- 
mon stock. Price—At par (10 cents per share). Proceeds 
—For working capital. Office—219 Fidelity Bldg., Okla- 
homa City, Okla. Underwriter—None. 


Deerpark Packing Co., Port Jervis, N. Y. 
March 21 (letter of notification) 235,000 shares of com- 
mon stock (par 10 cents). Price—$1.25 per share. Pro- 


ceeds—To repay RFC loan of $41,050 and for working 
capital. 


DeKalb-Ogle Telephone Co., Sycamore, Ill. 
April 11 (letter of notification) 20,556 shares of common 
stock. Price —$10 per share. Preeeeds — For general 


purposes. Office—112 West Elm Street, Sycamore, III. 
Underwriter—None. 


Detroit Stee! Corp. 
Feb. 5 filed $25,000,000 of 4% % first mortgage bonds due 
March 1, 1967. Price — To be supplied by amendment. 
Proceeds—To retire $13,950,000 of presently outstanding 
first mortgage bonds and for expansion program. Under- 
writers—Halsey, Stuart & Co. Inc. of Chicago and New 
York; Van Alstyne, Noel & Co., New York: and Crowell, 


Weedon & Co., Los Angeles, Calif. Offering—Postponed 
temporarily. 


Detroit Steel Corp. 
Feb. 5 filed 600,000 shares of $1.50 convertible preferred 
stock (par $25). Price—To be filed by amendment. Pro- 
ceeds—For expansion program. Underwriters—Van Al- 
styne, Noel & Co., New York, and Crowell, Weedon & 


Co., Los Angeles, Calif. Offering—Postponed tempo- 
rarily. 


Devil Peak Uranium, Ltd. (Nev.) 
April 7 (letter of notification) 600,000 shares of common 
stock (par one cent). Price—50 cents per share. Pro- 
ceeds — For rehabilitation and development program. 
Office — Suite 839, 60 East 42nd St., New York 17, N. Y. 
Underwriter—Gardner & Co., White Plains, N. Y. 


‘ Dixonville Coal Co. (Pa.) 
April 17 (letter of notification) $100,000 of 10-year 7% 
first mortgage convertible sinking fund bonds due June 
1, 1962. Price—At 98% of principal amount. Proceeds— 
For improvements. Underwriter—Arthur L. Wright & 
Co., Inc., Philadelphia, Pa. 


Eastern Stainless Steel Corp., Baltimore, Md. 
April 7 (letter of notification) 4,000 shares of common 
stock (par $5). Price—At market (approximately $15 
per share). Proceeds—To J. M. Curley, the selling stock- 
holder. Underwriter—Hornblower & Weeks, New York. 


% El Canada Colombia Mines Co. 
April 21 (letter of notification) 150,000 shares of com- 
mon stock (par $1). Price—$1.35 per share. Proceeds— 


For working capital. Office—53 State St., Boston 9, 
Mass. Underwriter—None. 


* Elliott Co., Jeanette, Pa. (5/14) 

April 24 filed 120,000 shares of 5% cumulative second 
preferred stock (par $50-convertible through April 1, 
1961). Price—To be supplied by amendment. Proceeds— 
For expansion program and working capital. Business— 
Manufacture of steam turbines and electric motors. 
Underwriter—F. Eberstadt & Co., Inc., New York. 


Federal Electric Products Co. 
April 10 (letter of notification) 35,000 shares of class A 
common stock (par $1) to be offered to employees. Price 
—$8 per share. Proceeds—For working capital. Office 
—50 Paris Street, Newark 5, N. J. Underwriter—None. 


nursday, May 1, 1952 


Fenimore tron Mines, Ltd., Toronto, Canada 

Jan. 25 filed 4,007,584 shares of common stock (par $1) 
and 2,003,792 common stock purchase warrants of which 
2,003,792 shares are to be offered to present common 
stockholders at 75 cents per share (Canadian funds) on 
a basis of one new share for each two shares held. Sub- 
scribers will receive, for each share subscribed, a war- 
rant to purchase one additional share at $1.25 (Canadian 
funds) per share until June 1, 1953, or an additional 2,- 
063,792 shares. Unsubscribed shares will be offered by 
the company at the same price and carrying the same 
warrants. Preceeds—To finance drilling program. Un- 
derwriter—None. Statement effective March 10. 


Firestone Tire & Rubber Co. (5/13) 
April 23 filed $75,000,000 25-year debentures due May 1, 
1977. Price—To be supplied by amendment. Preceeds— 
For plant expansion and working capital. 
—Harriman Ripley & Co., Inc., New York. 


Flathead Petroleum Co., Monroe, Wash. 
March z1 filed 6U0,000 snares of common stock (par 
10 cents). Price — 50 cents per share. Preceeds — For 
equipment and drilling purposes. Underwriter—None. 


* Florida Home insurance Co. 

April 22 (letter of notification) 12,000 shares of com- 
mon stock (par $10). Price—$25 per share. Proceeds— 
For expansion. Office—100 First Ave., N. E., Miami, Fla. 
Underwriter—None. 


® Food Machinery & Chemical Corp. (5 12-16) 
April 22 filed 300,000 shares of common stock (par $10. 
Price—To be supplied by amendment. Preceeds—For 
general corporate purposes. Underwriters—Kidder, Pea- 
body & Co., New York, and Mitchum, Tully & Co., San 
Francisco, Calif. 


General Alloys Co., Boston, Mass. 
March 5 (letter of notification) 25,000 shares of common 
stock (no par), of which 15,025 shares are to be offered 
for subscription by officers of the company at $3 per 
share and 9,975 shares by certain key employees at the 
same price (latter part to be underwritten at $2.78 per 
share). Proceeds—For working capital. Underwriter— 
William S. Prescott & Co., Boston, Mass. 


Golconda Mines Ltd., Montreal, Canada 
April 9 filed 750,000 shares of common stock. Price— 
At par ($1 per share). Underwriter—George F. Breen, 
New York. Proceeds—For drilling expenses, repayment 
of advances and working capital. Offering—Date not set 


*% Gyrodyne Co. of America, Inc. 

April 22 (letter of notification) 3,000 shares of class A 
common stock (par $1). Price—$5 per share. Proceeds 
—For working capital. Office—Flowerfield, St. James, 
N. Y. Underwriters—Company and Jackson & Co., Bos- 
ton, Mass. 


Hamilton Land Co., Reno, Nev. 
April 14 (letter of notification) 300,000 shares of capital 
stock. Price—At par (10 cents per share). Proceeds—To 
acquire ore dumps and for oil leases and royalties. Of- 
fice—139 North Virginia St., Reno, Nev. Underwriter-— 
Nevada Securities Corp. 


* Hammermill Paper Co. (5/20) 

April 30 filed 200,000 shares of common stock. Price— 
To be supplied by amendment. Proceeds—For plant im- 
provements and working capital. Underwriter — A. G. 
Becker & Co. Inc., Chicago, Ill. 


Hammond Bag & Paper Co., Welisburg, W. Va. 
Feb. 15 (letter of notification) 10,000 shares of common 
stock to be offered to stockholders. Price—At par ($20 
per share). Proceeds—For working capital. Underwriter 
—None. 

% Hardwick (Mass.) Farmers’ Co-Operative 
Exchange 
April 22 (letter of notification) 7,000 shares of capital 
stock to be offered to stockholders and patrons. Price— 
At par ($5 per share). Proceeds—For agricultural edu- 

cation program. Underwriter—None. 


Hecla Mining Co., Wallace, Ida. 
Jan. 17 (letter of notification) 3,000 shares of capital 
stock (par 25 cents). Price—At market (approximately 
$18 per share). Proceeds—To Mrs. M. K. Pollard, the 
selling stockholder. Underwriter—Thomson & McKin- 
non, New York. 


Hex Foods, Inc., Kansas City, Mo. 
March 14 (letter of notification) 2,500 shares of common 
stock (no par). Price—$20 per share. Proceeds—To 
F. T. Hoeck, the selling stockholder. Underwriter— 
Prugh-Combest & Land, Inc.. Kansas City, Mo 


* Historic Georgetown, Inc., Washington, D. C. 
April 16 (ietter or notification) 50,000 shares of common 
stock. Price — $1 per share. Proceeds — To develop 
Georgetown property purchased by the corporation. 
Office—1700 Eye St., N.W., Washington, D. C. Under- 
writer—None. 


@ Husky Oil Co., Cody, Wyo. 

March 28 filed 300,000 shares of common stock (par $1). 
Price—To be supplied by amendment. Proceeds—From 
sale of this stock, plus $1,050,000 from sale of 100,000 
additional shares to Northern Natural Gas Co., to be 
used for exploration and acguisition of properties and 
to increase investment in Husky Oil & Refining Ltd., a 
Canadian subsidiary Underwriter — Blyth & Co., Inc., 
San Francisco and New York. Offering—Expected early 
in May. 


* Imperial Brands, Inc., Inglewood, Calif. 

April 24 (letter of notification) 112,600 shares of capital 
stock. Price—At par ($1 per share). Proceeds—To pay 
outstanding obligations. Underwriter — None, but sales 
will be made through V. L. Oberman, J. A. Hunter and 
R. J. Prower. 


Underwriter 
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Independent Plow, Inc., Neodesha, Kan. 
Feb. 15 (letter of notitication) 120,000 shares of common 
stock (par 25 cents) to be first offered to stockholders. 
Price—$2.50 per share. Proceeds—For working capital. 
Underwriter—Barrett Herrick & Co., Inc., New York. 


inland Oil Co. (Nev.), Newark, N. J. 
Feb. 26 (ietter of notification) 599,700 shares of class A 
common stock (par 25 cents). Pricee—50 cents per share. 
Proceeds—For drilling and equipping well and for work- 
ing capital. Office—11 Commerce St., Newark, N. J. 
Underwriter—Weber-Millican Co., New York. 


International Technical Aero Services, Inc. 
Feb. 15 (ietter of notification) 300,000 shares of common 
stock (par 10 cents). Price—$1 per share. Proceeds—For 
working capital. Office—International Terminal, Wash- 
ington National Airport, Washington, D. C. Underwriter 
—James T. DeWitt & Co.. Washington, D. C. 


*% lowa Power & Light Co. (5/14) 

April 25 filed a maximum of 226,929 shares of common 
stock (per $10), to be offered for subscription by com- 
mon stockholders of record about May 14 at rate of 
one share for each seven shares held; rights to expire 
May 28. Price—To be supplied by amendment. Proceeds 


—For new construction. Underwriter—Smith, Barney & 
Co., New York. 


*% lowa Power & Light Co. (5/21) 

April 25 filed $10,000,000 of first mortgage bonds due 
1982. Proceeds—For new construction. Underwriters— 
To be determined by competitive bidding. Probable bid- 
ders: Halsey, Stuart & Co. Inc.; Blyth & Co., Inc.; W. C. 
Langley & Co., Union Securities Corp. and Glore, Forgan 
& Co. (jointly); Smith, Barney & Co.; White, Weld & 
Co.; The First Boston Corp.; Kidder, Peabody & Co. 
Bids—-Tentatively expected to be opened on May 21. 


island Air Ferries, Inc. 
April 18 (letter of notification) 284,000 shares of com- 
mon stock (par 10 cents). Price—$1 per share. Proceeds 
-—-To purchase two transport aircraft and for working 
capital. Office—MacArthur Airport, Bohemia, N. Y. 
Underwriter—Hunter Securities Corp., New York. 


Jersey Yukon Mines Ltd., Toronto, Canada 
March 2 filed 200,000 shares of common stock (par $1). 
Price—$1 per share (Canadian funds). Proceeds—For 
capital payments on property account and option agree- 


ments, purchase of machinery and operating expenses. 
- Underwriter—None. 


Johnston Adding Machine Co., Carson City, Nev. 
March 5 (letter of notification) 150,000 shares of capital 
stock. Price—At par ($1 per share). Proceeds—To pur- 


chase tools and materials and office equipment. Under- 
writer— None. 


Junction City (Kansas) Telephone Co. 
Feb. 29 ‘letter of notification) $294,000 of first mortgage 
4%% bonds, series A, due Feb. 1, 1977 (in denominations 
of $1,000 each). Proceeds—To retire bank loans. Under- 
writer—Wachob-Bender Corp., Omaha, Neb. 


- Kansas-Colorado Utilities, Inc., Lamar, Colo. 


March 14 (letter of notification) 5,866 shares of common 


stock. Price—-$12.75 per share. Proceeds—To Sullivan- 
Brooks Co., Inc., the selling stockholder. Office—112 
West Elm St., Lamar, Colo. Underwriter — Sullivan- 
Brooks Co., Inc., Wichita, Kan. 


® Kearney (James R.) Corp., St. Louis, Mo. 

April 14 (letter of notification) 21,000 shares of com- 
mon stock (par $5) being offered to common stockhold- 
ers of record April 9 for subscription at rate of one share 
for each ten shares held; rights to expire on May 6. 
Price—To stockholders, $10.25 per share, and to public 
$10.75 per share. Proceeds—For working capital. Office 
—4236 Clayton Ave., St. Louis 10, Mo. Underwriter— 
Semple, Jacobs & Co., Inc., St. Louis, Mo. 


% Kiesling (John W.) & Son, inc., Brooklyn, N. Y. 
April 24 ‘letter of notification) $1,500 of interest bearing 
bonds. Preceeds — For working capital. Office — 2425 
Pacific Street, Brooklyn 33, N. Y. Underwriter—None. 


Kingsburg Cotton Oil Co. 
April 18 (letter of notification) 5,000 shares of capital 
stock (par $1). Price—$5 per share. Proceeds—To R. W. 
Fewel, the selling stockholder. Underwriter—Fewel & 
Co., Los Angeles, Calif. 


Kirby Petroleum Co., Houston, Texas 
April 17 (letter of notification) 11,400 shares of pre- 
ferred stock (par $10). Price—At market (not less than 
$8.50 per share). Proceeds—To W. T. Moran, the selling 
stockholaer. Underwriter—Harris, Upham & Co., New 
York. 


Kirk Uranium Corp., Denver, Colo. 
March 24 (letter of notification) 1,000,000 shares of 
common stock. Price — 30 cents per share. Proceeds — 
For exploration work. Office —405 Interstate Trust 


Building, Denver, Colo. Underwriter—Gardner & Co., 
White Plains, N. Y. 


*% Landa Oil Co., Dallas, Texas 

April 23 ‘letter of notification) $100.000 of 10-year 6% 
convertible bonds dated June 1, 1952 and due June 1, 
1962. Price—At principal amount. Proceeds—To pur- 
chase oil royalties and develop exploration of oil and 


gas. Offiee—1614 First National Bank Bldg., Dallas 1, 
Tex. Underwriter—None. 


Lapaco Chemicals, Inc., Lansing, Mich. 
March 18 (letter of notification) 200,787 convertible 
notes (each note convertible into $1 par class B stock). 
Price—90 cents each. Proceeds — For working capital 


- and investment. Office—1800 Glenrose Ave., Lansing 2, 
Mich. Underwriter—None. 


. The Commercial and Financial Chronicle 


* Lindberg Instrument Co. 


April 21 (letter of notification) $30,000 of 10-year 6% 
promissory notes and six shares of capital stock. Price— 
For notes, at par (in denominations of $1,000 each) and 
for stock, at par ($10 per share.) Proceeds—For working 


capital. Office — 1808 Harmon St., Berkeley, Calif. 
Underwriter— None. 


Lindemann (A. 3.) & Hoverson Co. 
Nov. 28 filed 112,500 shares of common stock (par $1). 
Price—To be supplied by amendment. Underwriter— 
Sills, Fairman & Harris, Inc., Chicago, Ill. Proceeds— 
To eight selling stockholders. Offering—Date indefinite. 


® Lion Oil Co. (5/14) 

April 23 filed 400,000 shares of common stock (no par). 
Price—To be supplied by amendment. Proceeds—From 
sale of stock, together with funds from placement of 
$15,000,000 of debentures with an insurance company, to 
be used to pay for construction of new plant. Under- 
writer—Blyth & Co., Inc., New York. 


Loch-Lynn Gas Corp. (N. J.) 
March 5 (letter of notification) 1,000 shares of common 
stock (par $1). Price—$100 per share. Proceeds—For 
working capital. Office—15 Exchange Place, Jersey 
City 2, N. J. Underwriter—None. 


® Lone Star Cement Corp. (5/5-9) 

April 3 filed 154,209 shares of common stock (par $10). 
Price—To be supplied by amendment. Proceeds—To re- 
pay bank loans and for expansion program. Underwrit- 
ers—Hayden, Stone & Co. and Adamex Securities Corp., 
New York. Offering—Expected week of May 5. 


*% Long Island Lighting Co. (5/27) 

April 30 filing expected of 100,000 shares of preferred 
stock, series B (par $100). Price—To be supplied by 
amendment. Proceeds—For construction program, Un- 
derwriter—W. C. Langley & Co., New York. 

® Martin (Glenn L.) Co. 

March 21 filed voting trust certificates for 2,434,230 
shares of common stock (par $1) and $6,000,000 of 10- 
year 4% convertible subordinated notes. There are now 


outstanding 1,134,229 shares of common stock eligible to 


be exchanged for the voting trust certificates. The notes 
(convertible into common stock at rate of $6 per share) 
will be placed privately. Financial Adviser—Smith, Bar- 
ney & Co., New York. Statement effective April 8. 


Mercantile Acceptance Corp. of California 
March 20 (letter of notification) 2,030 shares of common 
stock (par $5) and $40,600 of 10-year 5% junior sub- 
ordinated debentures to be offered to common stock- 
holders of record March 10 at rate of one share of com- 
mon and $20 face amount of debentures. Price—$23.50 
per unit. Proceeds—For working capital. Office—333 
Montgomery Street, San Francisco, Calif. Underwriter 
—Guardian Securities Corp., San Francisco, Calif. 


% Mercantile Acceptance Corp. of California 
April 22 (letter of notification) 125 shares of first pre- 
ferred stock, 5% series. Price—At par ($20 per share). 
Proceeds—For working capital. Office—333 Montgomery 
St., San Francisco, Calif. Underwriter—Guardian Secu- 
rities Corp., San Francisco, Calif. 

Michigan Spring Co. 
April 18 (letter of notification) 9,744 shares of common 
stock. Price—$13.50 per share. Proceeds—For working 
capital. Office—2700 Wickham Drive, Muskegon, Mich. 
Underwriter—None. 


Michigan Steel Casting Co., Detroit, Mich. 
March 27 (letter of notification) 40,250 shares of com- 
mon stock (par $1) to be offered for subscription by 
stockholders of record March 31. Price—$5.25 per share. 
Proceeds—For working capital. Underwriter—None. 


Multnomah Piywood Corp., Portiand, Ore. 
Feb. 27 filed 200 shares of common stock (par $2,500), 
of which 191 shares are to be offered to stockholders at 
par and nine shares are to be offered to three indi- 
viduals in units of three shares each at $12,500 per unit. 
Proceeds—To acquire timber, timberlands and peeler 
plant and for working capital. Underwriter—None. 


National Alfaifa Dehydrating & Milling Co. 
April 7 filed 69,800 shares of common stock (par $1) to 
be offered for subscription by preferred and common 
stockholders in ratio of one new common share for each 
10 shares of preferred or common stock held. Price—$9 
per share. Proceeds—To acquire 305,000 shares of Na- 
tional Chlorophyll & Chemical Co. at $2 per share. Busi- 
ness—Manufacture and sale of alfalfa meal. Office— 
Lamar, Colo. Underwriter—None. 


National Chlorophyll & Chemical Co. 

April 7 filed 349,000 shares of common stock (par $1) 
to be offered for subscription by preferred and common 
stockholders of National Alfalfa Dehydrating & Milling 
Co. in ratio of one share of National Chlorophyll com- 
mon for each two shares of National Alfalfa preferred 
or common presently held in conjunction with offer by 
National Alfalfa company of its own stock. National 
Chlorophyll shares are to be offered for subscription 
only as part of a unit or package consisting of one Na- 
tional Alfalfa share at $9 per share and five shares of 
National Chlorophyll stock at $2 per share, or a total 
price per unit of $19. Proceeds—To purchase from Na- 
tional Alfalfa its existing chlorophyll extraction facil- 
ities and inventory and for construction of new extract- 
ing plant. Office—Lamar, Colo. Underwriter—None. 


National Fuel Gas Co. (5/20) 

April 18 filed $18,000,000 sinking fund debentures due 
1977. Proceeds—To repay $11,000,000 bank loans and to 
loan $7,000,000 to subsidiaries. Underwriters—-To be de- 
termined by competitive bidding. Probable bidders: Hal- 
sey, Stuart & Co. Inc.; Blyth & Co., Inc.; The First Bos- 
ton Corp.; White, Weld & Co.: Harriman Ripley & Co., 
Inc. Bids—To be opened on May 20. 


(1851) 43 


* New British Dominion Oil Co., Ltd. 

April 28 filed 1,000,000 shares of capital stock (par 40 
cents—Canadian) and an additional 150,000 under option 
to the underwriter. Price—To be supplied by amend- 
ment. Proceeds—For exploration and development of 
prospective and proved oil and gas lands. Office—Cal- 
gary, Alta., Canada. Underwriter — Allen & Co., New 


York, for part of issue; balance by Canadian undge- 
writers. 


New England Electric System (5/7) 
April 9 filed 920,573 shares of common stock (par $1) 
to be offered for subscription by common stockholders of 
record about May 8 at rate of one share for each eight 
shares held; rights to expire May 26. Price—To be sup- 
plied by amendment. Proceeds—For construction pro- 
gram. Underwriters—May be determined by competitive 
bidding. Probable bidders: Blyth & Co., Inc. and Lehman 
Brothers (jointly); Merrill Lynch, Pierce, Fenner & 
Beane, Kidder, Peabody & Co. and White, Weld & Co. 
(jointly); Harriman Ripley & Co., Inc. and Goldman, 
Sachs & Co. (jointly). Bids—To be received up to noon 
(EDT) on May 7 at 441 Stuart St., Boston 16, Mass, \_ 


® New Jersey Bell Telephone Co. (5/6) 

April 11 filed $20,000,000 of 32-year debentures due May 
1, 1984. Preceeds—From sale of bonds and from sale of 
$50,000,000 of common stock te parent, American Tele- 
phone & Telegraph Co., will be used for new construc- 
tion. Underwriters — To be determined by competitive 
bidding. Probable bidders: Halsey, Stuart & Co. Inc.; 
Morgan Stanley & Co.; White, Weld & Co.; Kuhn, Loeb 
& Co.; Shields & Co.; The First Boston Corp. Bids—To | 
be received up to 11 a.m. (EDT) on May 6. Statement 
effective April 25. 


New Jersey Natural Gas Co. ” 
March 31 filed 106,000 shares of 6% cumulative pre- 
ferred stock (par $20), 212,000 shares of common stock 
(par $10) and 106,000 common stock purchase warrants 
(each warrant entitling holder to purchase one share of 
common stock) to be offered in units of one share of 
preferred stock, two shares of common stock and one 
warrant. Price — Probably $50 per unit. Proceeds 
—From sale of stock and private placement of $12,500,- 
000 first mortgage bonds will be used to retire bonds 
and serial notes and for working capital. Name—New 
Jersey Natural Gas Co. Underwriter—Allen & Co., New 
York. 


New Mexico Jockey Club, Albuquerque, N. M. 
March 17 filed 1,255 shares of common stock (par $1,000). 
Price—At par. Proceeds—To construct racing plant and 
for working capital. Underwriter—None, but Dr. Frank 
Porter Miller of Los Angeles, Calif., will be “engaged 
to sell the securities to the public. Statement effective 
April 5 through lapse of time. Amendment necessary. 


@ New York State Electric & Gas Corp. (5/14) 
April 23 filed 300,000 shares of common stock (no par). 
Price—To be supplied by amendment. Proceeds—For 
new construction. Underwriter—The First Boston Corp., 
New York. 


% Northwest Bancorporation, Minneapolis (5/7) 
April 16 filed 103,185 shares of convertible preferred 
stock (par $50) to be offered to common stockholders at 
rate of one preferred share for each 15 common shares 
held as of May 5; rights expire May 20. Price—To be 
supplied by amendment. Preceeds—For general corporate 
purposes. Underwriters — The First Boston Corp. and 
Blyth & Co., Inc., New York. 

Northwest Plastics, Inc., St. Paul, Minn. 
April 18 (letter of notification) 2,100 shares of common 
stock (par $2.50). Price—$8.75 per share. Proceeds—To 
two selling stockholders. Underwriters—M. H. Bishop & 
Co., Minneapolis, Minn., and Irving J. Rice & Co., Inc., 
St. Paul, Minn. 


® Pennsylvania Salt Manufacturing Co. 

April 3 filed 155,349 shares of common stock (par $10) 
being offered for subscription by common stockholders 
of record April 22 at rate of one new share for each 
seven shares held; rights to expire on May 8. Price— 
$48.50 per share. Proceeds— For expansion program. 
Underwriter—Morgan Stanley & Co., New York. State- 
ment effective April 22. 


Peoples Finance Corp., Montgomery, Ala. 
Dec. 19 (letter of notification) 15,000 shares of common 
stock (par $1). Price—$3 per share. Underwriter—Carl- 
son & Co., Birmingham, Ala. Proceeds—To expand busi- 
ness. Office—5 South Court St., Montgomery, Ala. 
Petroleum Finance Corp. 
Feb. 5 (letter of notification) 60,000 shares of common 
stock (par $1) and 30,000 warrants to purchase 30,000 
shares of common stock (warrants exercisable at $7.50 
per share on or prior to April 1, 1954). Each purchaser 


of two common shares will receive one warrant. Price— 
$5 per share. Proceeds—For working capital. Office— 
Oklahoma City, Okla. Underwriter—George F. Breen, 
New York. 


® Pittsburgh Coke & Chemical Co., Pittsburgh, Pa. 
March 28 filed 142,129 shares of common stock (no par) 
being offered in exchange for 118,441 shares of Great 
Lakes Steamship Co., Inc., common stock, held by others 
than Pittsburgh Coke, which owns an additional 61,109 
shares. The offer, which is on a 1.20-for-1 basis, will ex- 
pire on June 4. Dealer-Manager — Hemphill, Noyes, 
Graham Parsons & Co., New York. Statement effective 
April 18. 

® Ridley Mines Holding Co., Grafton, N. D. 

Feb. 15 filed 100,000 shares of common stock. Price—At 
par ($5 per share). Proceeds—For exploration and other 
mining purposes. Business — Uranium mining. Under- 
writer—None. Statement effective April 3. 
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Robinson (J. W.) Co., Los Angeles, Calif. 

Jan. 4 filed 100,000 shares of capital stock to be offered 
on a pro rata basis to stockholders of record Nov. 23, 
1951 (approximately 33 in number) for a 30-day period, 
with an oversubscription privilege. Unsubscribed shares 
to be sold privately to individuals selected by company. 
Brice—At par ($10 per share). Underwriter—None. Pro- 
eeeds — For working capital. Business — Department 
store. Statement effective Jan. 28. 


% Rural Gas Service, Inc., Westfield, Mass. 

April 25 (letter of notification) 37,500 shares of common 
stock (par $1), to be offered in connection with the con- 
versio:: privilege of holders of 10-year 6% debentures. 
Price — At market (approximately $2.75 per share). 
Office—i8 Elm Street, Westfield, Mass. Underwriter— 
Tifft Brothers, Springfield, Mass. 


Signal Mines, Ltd., Toronto, Canada : 
March 17 filed 600,000 shares of common stock of which 
500,000 shares are for account of company. Price—At 
par ($1 per share). Proceeds—For exploration and de- 
velopment costs and working capital. Underwriter— 
Northeastern Securities Ltd. 


Sonoco Products Co., Hartsville, S. C. (5/5) 
Apri! 15 filed 150,000 shares of common stock (par $5) 
to be offered for subscription by stockholders of record 
March 21 at rate of “slightly in excess of one share for 
each two shares held”; rights expected to expire on 
May 15. Price—To be supplied by amendment (prob- 
ably around $16.50 per share). Proceeds—For working 
capital. Business—Manufacture and sale of paper car- 
riers, winding cores, and other textile specialties. Under- 
‘ ters—R. S. Dickson & Co., Charlotte, N. C., and 

. H. Crawford Co., Inc., Columbia, S. C. 


® South State Uranium Mines, Ltd., Toronto 

April 4 filed (amendment) 384,000 shares of common 
stock. Price—At par ($1 per share). Proceeds—-For gen- 
eral corporate purposes. Underwriters—E. L. Aaron & 
Co. and Empire National Corp., both of New York. State- 
ment effective Aug. 23, 1951. 


Southern Union Gas Co., Dallas, Tex. (5/6) 
April 8 filed $5,000,000 of sinking fund debentures due 
1972 and 30,000 shares of cumulative preferred stock 
(par $100). Price—To be supplied by amendment. Pro- 
eeeds—For plant expansion. Underwriter—Blair, Rol- 
lins & Co., Inc., New York. 


® Southern Union Gas Co., Dallas, Tex. (5/6) 
April 8 filed 166,706 shares of common stock (par $1) 
to be offered for subscription by common stockholders 
of record April 24 at rate of one share for each 10 shares 
then held (with an oversubscription privilege). Price— 
To be supplied by amendment. Proceeds—For new con- 
struction. Underwriter—None. 


* Southwestern Virginia Gas Service Corp. 
April 18 (letter of notification) $30,000 of 542% deben- 
tures, series C, due Feb. 1, 1976. Price—95% of principal 
amount. Proceeds—For working capital. Office—Mar- 
tinsville, Va. Underwriters—Bioren & Co., Philadelphia, 
Pa., and C. T. Williams & Co., Inc., Baltimore, Md. 
® Standard Coil Products Co., Inc. 
March 17 filed 486,858 shares of common stock (par $1), 
being offered in exchange for common stock of General 
Instrument Corp. on basis of four Standard shares for 
each five General shares. Offer will be consummated if 
holders of 85% of General shares tender their stock in 
exchange on or before May 14. Dealer-Managers—F. 
Eberstadt & Co., Inc., and Hirsch & Co., both of New York. 
Statement effective April 15. 

Standard Factors Corp., N. Y. 
April 11 (letter of notification) $250,000 of 5% subordi- 
mated debentures due Dec. 31, 1957 and 10,000 shares of 
common stock (par $1) offered initially to stockholders. 
Price—-For each $1,000 debenture, $950; and for each 
common share, $3.50. Proceeds — For working capital. 
Office—270 Madison Avenue, New York 16, N. Y. Un- 
derwriter—None. 
% Standard Oil Co. (Ohio) 
April 24 filed $2,025,000 interests in the Sohio Employees 
Investment Plan together with 30,000 common and 6,750 
preferred shares of the company which may be pur- 
chased pursuant to the terms of the plan. 
*% Stanley Works, New Britain, Conn. 
April 22 (letter of notification) 6,000 shares of common 
stock (par $25). Price — Approximately $50 per share. 
Proceeds — For working capital. Office—Lake Street, 
New Britain, Conn. Underwriter—None. 
* Sun Oil Co. 
April 29 filed 13,000 memberships in the stock purchase 
plan for employees of company and its subsidiaries, to- 
gether with 96,000 shares of common stock. In addition, 
169,262 shares of outstanding stock to be offered “for 


possible public sale” by 11 selling stockholders. Under- 
writer —None. 


® Superior Plywood Corp., Crescent City, Calif. 

March 17 filed 1,775 shares of class A voting common 
stock (par $10), 295 shares of class B non-voting com- 
mon stock (par $5,000) and 8,980 shares of 6% cumu- 
‘lative preferred stock (par $100), of which 1,475 class 
A shares and 295 class B shares are to be offered in 
units of five shares of class A and one of class B at 
$5,050 per unit (subscribers must surrender $2,500 par 
value of Standard Veneer & Timber Co. preferred stock 
in partial payment); 300 class A shares to be offered 
in exchange for Standard common stock on a share-for- 
hare basis; and all of 8,980 shares of preferred stock 
for cash at par or in exchange for Standard stock. Pro- 
eeeds—To purchase site for plywood plant, to repay loan 


and for working capital. Business—Operator of green 
veneer plant. Underwriter—None. 
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Television & Radar Corp., L. I. City, N. Y. 
April 18 (letter of notification) 300,000 shares of com- 
mon stock (par 1 cent). Price—At market (approxi- 
mately 55 cents per share. Proceeds—For general cor- 
porate purposes. Underwriter—Tellier & Co. 


Texas Co. 
April 18 filed $30,510,000 of participations under the Em- 
ployees Savings Plan together with 526,034 shares of 
capital stock (par $25) which may be required by the 
Trustee under the Plan. 


® Texas Electric Service Co., Ft. Worth, Tex. (5/6) 
March 26 filed $8,000,000 of first mortgage bonds due 
1982 and $5,000,000 of sinking fund debentures due 1977. 
Proceeds — To repay short-term borowings and for new 
construction. Underwriters—To be determined by com- 
petitive bidding. Probable bidders Halsey, Stuart & Co. 
Inc.; Kuhn, Loeb & Co., Lehman Brothers and Blyth & 
Co., Inc. (jointly); Salomon Bros. & Hutzler; Harriman 
Ripley & Co., Inc.; Union Securities Corp.; Hemphill, 
Noyes, Graham, Parsons & Co. and Drexel & Co. (joint- 
ly); Kidder, Peabody & Co. and Merrill Lynch, Pierce, 
Fenner & Beane (jointly); The First Boston Corp. Bids 
—To be received up to noon (EDT) on May 6. Statement 
effective April 23. 


Torrington Water Co., Torrington, Conn. 
March 18 (letter of notification) 3,174 shares of capital 
stock (par $25). Price—-At approximately $27 per share. 
Proceeds—To Muriel Alvord, et al. Underwriter—Wood, 
Struthers & Co., New York. 


Tri-State Telecasting Corp., Chattanooga, Tenn. 
Jan. 21 filed 20,000 shares of common stock (no par) 
and 2,000 shares of 5% cumulative preferred stock (par 
$100) to be sold in units of one preferred share and 
10 common shares. Price—$200 per unit. Proceeds—For 
new equipment and working capital. Underwriter— 
None. Statement effective March 25. 


Union Oil Co. of California (5/7) 
April 17 filed $35,000,000 of convertible debentures due 
1972. Price—To be supplied by amendment. Proceeds— 
For construction program. Underwriter—Dillon, Read & 
Co. Inc., New York. 


U. S. Manganese Corp., Phoenix, Ariz. 
April 1 (letter of notification) 17,500 shares of common 
stock (par $1). Price—$2 per share. Proceeds—To Green- 
field & Co., et al. Office—610 Heard Bldg., Phoenix, Ariz. 
a= paean adam but Greenfield & Co. will act as 
roker. 


Utah Home Fire Insurance Co. 
April 15 (letter of notification) 10,000 shares of common 
stock (par $10) to be offered first to common stockhold- 
ers for subscription. Price—$20 per share to stoekhold- 
ers; approximately $25.75 per share to public. Proceeds 
—To enlarge company’s operations as an insurance car- 
a Office—47 West South Temple, Salt Lake City 1, 


Victoreen Instrument Co., Cleveland, Ohio 
March 28 filed 90,000 shares of common stock (par $1), 
of which 60,000 shares will be publicly offered and 30,- 


000 shares to three non-selling stockholders. Price—To. 


be supplied by amendment. Proceeds—To certain selling 
stockholders. Underwriters—Barrett Herrick & Co., Inc., 
New York, and A. H. Vogel & Co., Detroit, Mich. 


* Weisfield’s, Inc., Seattie, Wash. 
April 17 (letter of notification) 5,184 shares of common 
stock. Price—$54.25 per share. Proceeds—For working 
capital. Office — 1511 Fifth Avenue, Seattle 1, Wash. 
Underwriter—None. 

West Ohio Gas Co., Lima, Ohio 
March 25 (letter of notification) 19,753 shares of com- 
mon stock (par $5) being offered for subscription by 
common stockholders of record April 1 at rate of one 
new share for each 16 shares held; rights expire May 5. 
Price—$11.50 per share. Proceeds—For general corpo- 
rate purposes. Office—319 West Market St., Lima, Ohio. 
Underwriter—None. 
* Western Pacific Insurance Co., Seattle, Wash. 
April 21 (letter of notification) 13,018 shares of common 
stock. Price—$20 per share. Proceeds—To qualify com- 
pany as a multiple line insurance carrier and to increase 
surplus. Office—Artic Bldg., 3rd and Cherry Sts., Seat- 
tle, Wash. Underwriter — Daugherty, Buchart & Cole, 
Seattle, Wash. 
* Westview, Inc., Wilmington, Del. 
April 21 (letter of notification) 1,000 shares of capital 
stock to be offered as a unit at a total price of $32,000. 
Proceeds—To Artesian Water Co. Office—501 Newport 


and Gap Pike, Newport, Wilmington, Del. Underwriter— 
None. 


® Wisconsin Electric Power Co. (5/5) 
April 9 filed $12,500,000 of first mortgage bonds due 1982. 
Proceeds—To repay bank loans and for new construc- 
tion. Underwriters—For bonds, to be determined by 
competitive bidding. Probable bidders: Halsey, Stuart & 
Co. Inc.; Lehman Brothers and Salomon Bros. & Hutz- 
ler (jointly); Equitable Securities Corp.; Merrill Lynch, 
Pierce, Fenner & Beane; Glore, Forgan & Co.; The First 
Boston Corp.; Union Securities Corp. and Harriman 
Ripley & Co., Inc. (jointly). Bids—To be received up to 
11 am. (EDT) on May 5. 

Wisconsin Electric Power Co. 
April 9 filed 702,486 shares of common stock (par $10) 
to be offered for subscription by common stockholders at 
rate of one share for each five shares held. Price—To 
be supplied by amendment. Proceeds—For construction 
program. Underwriter—None. 

Worcester County Electric Co. (5/13) 
April 15 filed $4,000,000 first mortgage bonds, series C, 
due 1982. Proceeds—To repay bank loans and for new 
construction. Underwriter—To be determined by com- 


petitive bidding. Probable underwriters: Halsey, Stuart 
& Co. Inc.; Kuhn, Loeb & Co. and Union Securities Corp. 
(jointly); The First Boston Corp.; Merrill Lynch, Pierce 
Fenner & Beane. Bids—Expected to be received up to 


noon (EDT) on May 13 at 441 Stuart Street, Boston 
16, Mass. 


Zeigier Coal & Coke Co., Chicago, Ill. 

March 27 filed 66,125 shares of common stock, to be 
offered for subscription by common stockholders at rate 
of one new share for each five shares held. Price—At 
par ($10 per share). Proceeds—To repay bank loans. 
Business—Owner and lessor of coal properties. Office— 
21 E. Van Buren St., Chicago 5, Ill. Underwirter—None, 
Statement effective April 16. 


Prospective Offerings 


Aeroquip Corp. 

Jan. 4, Don T. McKone, Chairman, announced that con- 
sideration was being given to the possibility of equity 
financing. On Feb. 18, stockholders voted to increase the 
authorized common stock to 1,000,000 from 750,000 shares, 
and to issue 37,500 shares as a 5% stock dividend. Under- 
writer—Watling Lerchen & Co., Detroit, Mich. Pro- 
ceeds—For additional working capital. 


*% American Gas & Electric Co. 

April 30 company announced company plans to register 
with SEC on or about May 21 an issue of $20,000,000 
sinking fund debentures and 170,000 additional shares of 
common stock. Proceeds—To be invested in equity se- 
curities of the operating subsidiaries of the company and 
used by them in connection with their construction pro- 
gram which will amount to about $319,000,000 in the 
three-year period ending Dec. 31, 1954. 


American Telephone & Telegraph Co. 
April 16 stockholders approved a proposal to authorize 
a new issue of not to exceed $550,000,000 of convertible 
debentures. Last issue of debentures was offered to 
stockholders at par without underwriting. 


Arkansas Power & Light Co. 

March 14 it was reported company plans sale in October 
of $12,000,000 first mortgage bonds. Underwriters—To 
be determined by competitive bidding. Probable bid- 
ders: Halsey, Stuart & Co. Inc.; Equitable Securities 
Corp., and Central Republic Co. (Inc.) (jointly); Lehman 
Brothers and Stone & Webster Securities Corp. (jointly); 
Union Securities Corp.; Merrill Lynch, Pierce, Fenner 
& Beane; Blyth & Co., Inc. 


Atlantic Refining Co. 

March 21, Robert H. Colley, President, said in the com- 
pany’s annual report that “the time may be coming 
when additional financing will be required to supple- 
ment retained earnings available for capital expend- 
itures.”” The amount and timing of such financing can- 
not be presently announced. Traditional Underwriter— 
Smith, Barney & Co., New York. 


* Baltimore & Ohio RR. (6/4) 
April 23 it was reported company plans issue and sale 
of $3,870,000 equipment trust. certificates on or about 
June 4. Probable bidders: Halsey, Stuart & Co. Ine.; 
Bear, Stearns & Co.; Salomon Bros, & Hutzler. 


Bell Telephone Co. of Pennsylvania 
Jan. 2 it was announced that company’s construction 
program for next three years calls for the expenditure 
of $247,000,000 of which about $81,700,000 will be spent 
in 1952. Underwriters—For bonds to be decided by com~- 
petitive bidding. Probable bidders: Halsey, Stuart & Co, 
Inc.; Kuhn, Loeb & Co. and Lazard Freres & Co. (joint- 
ly); Morgan Stanley & Co.; White, Weld & Co. and 
Union Securities Corp. (jointly); The First Boston Corp, 


Boston Edison Co. 

March 28 it was announced company plans to spend $56,- 
000,000 in 1952, 1953 and 1954 for construction program, 
of which $32,000,000 would have to be raised from sale 
of securities. It is also expected to fund bank loans 
which will total $8,500,000 by June 30. Probable bidders 
for bonds: Halsey, Stuart & Co. Inc.; White, Weld & Co. 
and Goldman, Sachs & Co. (jointly); Lehman Brothers; 
The First Boston Corp.; Harriman Ripley & Co., Inc. 


California-Pacific Utilities Co. 
Feb. 29 it was reported company expects to offer about 
$2,006,000 of debentures within the next two months, 
Proceeds will be used to pay for additions and improve- 
ments to property. Traditional Underwriters — First 
California Co., Inc., San Francisco, Calif. 


%* Canadian Palmer Stendel Oil Corp. 

April 13 it was reported that 1,820,857 shares of common 
stock are to be offered for subscription by stockholders 
of Palmer Stendel Oil Corp. on a 1-for-2 basis. Price— 
At par (25 cents per share). Underwriter—Burnham & 
Co., New York. 


Central Hudson Gas & Electric Corp. 
March 25 stockholders voted to increase authorized pre- 
ferred stock (par $100) from 150,000 shares (130,300 
shares outstanding) to 225,000 shares to enable company 
to meet future capital requirements. There are no im- 
mediate plans for sale of any additional preferred stock. 

March 4 it was reported company plans the sale this 
Fall of about $5,500,000 first mortgage bonds. Lates# 
bond financing was done privately in March, 1951 
through Kidder, Peabody & Co. 


* Central RR. of Georgia (5/14) 

April 22 it was reported company plans to issue and sell 
$2,325,000 equipment trust certificates. Probable bidders: 
Halsey, Stuart & Co. Inc.; Bear, Stearns & Co.; Salomon 
Bros. & Hutzler. 
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Chicago, St. Paul, Minn. & Omaha Ry. (5/7) 
Bids will be received by the company up to noon (CDT) 
on May 7 for the purchase from it of $990,000 equipment 
trust certificates to be dated June 1, 1952, and to mature 
annually from June 1, 1953 to 1967, inclusive. Probable 
bidders: Halsey, Stuart & Co. Inc.; Salomon Bros. & 
Hutzler; Bear, Stearns & Co. 


® Chicago & Western Indiana RR. (5/8) 

April 5, the ICC approved issuance of $64,239,000 
of general and collateral trust mortgage bonds 
due May 1, 1982; without competitive bidding. Preceeds 
—To pay at maturity $49,988,000 of 4% non-callable con- 
solidated first mortgage bonds due July 1, 1952, and to 
retire outstanding $11,739,000 first and ref. mtge. bonds 
and the remainder used for capital improvements. Un- 
derwriters—The First Boston Corp. and Halsey, Stuart 
& Co. Inc. 


Citizens Utilities Co. 

April 14 it was announced stockholders will vote May 13 
on increasing authorized common stock from 400,000 
shares (par $1) to 2,000,000 shares (par 33% cents) in 
order to provide for a 3-for-1 split-up of the present 
outstanding 283,729 shares of common stock and to per- 
mit the company to take advantage of any opportunities 
which may develop for property acquisitions requiring 
the issuance of common shares. Traditional Underwriter 
—Lee Higginson Corp., New York. 


%* Cleveland Electric Illuminating Co. 
April 22, Elmer L. Lindseth, President, announced that 
it will be necessary for the company to sell additional 
securities either later this year or early in 1953. Present 
plans are to sell either preferred or common stock, the 
choice depending upon relative market conditions at 
the time. 

Columbus & Southern Ohio Electric Co. 
March 7 it was announced company expects to enter the 
permanent financing market about the middle of 1952 
with 150,000 to 200,000 shares of new common stock. Pro- 
ceeds—For construction program. Underwriter—Dillon 
Read & Co., Inc., New York. 


Connecticut Light & Power Co. 
March 1 it was announced that it is presently estimated 
that approximately $11,000,000 of additional capital will 
be required during the latter half of 1952. 

Consolidated Gas, Electric Light & Power Co. of 

Baltimore 

Dec. 24 it was stated that company plans to issue and sell 
both stocks and bonds during 1952 to an amount suffi- 
cient to raise approximately $22,000,000. Underwriters— 
For bonds to be determined by competitive bidding. 
Probable bidders: Halsey, Stuart & Co. Inc.; White, Weld 
& Co. and The First Boston Corp. (jointly); Harriman 
Ripley & Co., Inc. and Alex. Brown & Sons (jointly). 
The First Boston Corp., Alex. Brown & Sons and John C, 
Legg & Co (jointly) handled latest common stock fi- 
nancing, while White, Weld & Co. handled last preferred 
stock sale. Proceeds—For new construction. Offering— 
Expected in March or April. 


® Consolidated Natural Gas Co. 

April 18 company applied to SEC for approval of certain 
charter amendments to be voted upon by stockholders 
May 20, providing for an increase of authorized capital 
stock from 3,274,031 shares to 3,683,285 shares. It is 
planned to offer the additional 409,254 shares for sub- 
scription by stockholders at rate of one new share for 
each eight shares held. Price—To be filed by amend- 
ment. Proceeds — To purchase securities of operating 
subsidiaries, which will use the funds for construction 
and other purposes. Underwriter—None. 


Creameries of America, Inc. 
April 14, G. S. McKenzie, President, stated that the com- 
pany may do some long-term borrowing in about two 
months to finance expansion program. Traditional Un- 
derwriters — Kidder, Peabody & Co. and Mitchum, 
Tully & Co. 


Crown Cork & Seal Co., Inc. 
April 8 it was announced stockholders will vote April 24 
on increasing authorized common stock from 1,300,000 
shares to 2,000,000 shares. There are no plans to sell 
any additional shares at this time. 


Denver & Rio Grande Western RR. (5/1) 
Bids will be received by the company up to 1 p.m. (CDT) 
on May 1 for the purchase from it of $4,440,000 equip- 
ment trust certificates, series R, to be dated June 1, 1952, 
and to mature semi-annually to and including June 1, 
1967. Probable bidders: Halsey, Stuart & Co. Inc.; Salo- 
mon Bros. & Hutzler; Bear, Stearns & Co. 


Drewrys Ltd., U. S. A., Inc. 

April 4 it was reported company may later this month 
consider possible financing. Underwriters—Probably A. 
C. Allyn & Co., Inc., Chicago, and Bear, Stearns & Co., 
New York. 

@ El Paso Electric Co. 

April 24 the FPC authorized the company to issue 
up to $2,500,000 in short-term promissory notes to 
mature not later than Dec. 31, 1953. Proceeds will be 
used to reimburse the company’s treasury in part for 
construction expenditures heretofore made, and to pro- 
vide a portion of the funds required in the interim to 
finance its construction program for 1952, pending per- 
manent financing prior to the maturity date of the notes. 

Empire District Electric Co. 

April 8 stockholders increased authorized common stock 
from $550,000 shares to 750,000 shares and voted to 
change the limitation of the unsecured indebtedness 
from 10% to 20%. New financing may be necessary in 
connection with the company’s plans to spend in the next 
three years about $14,000,000 for new facilities. Under- 


writers — Probably The First Boston Corp.; G. H. 
Walker & Co, 


First National Bank of Portland 

March 10 stockholders approved sale of 200,000 addi- 
tional shares of common stock (par $12.50) to common 
stockholders of record April 30 at rate of one new share 
for each five shares held; rights to expire on May 29. 
Unsubscribed shares would be purchased by Transamer- 
ica Corp., which owns a controlling stock interest in 
the bank. Price—$30 per share. Proceeds—To increase 
capital and surplus. Underwriter—None. 


Florida Power Corp. 

Jan. 11 it was announced that additional financing will 
be necessary to complete the company’s construction 
program which is expected to cost about $28,000,000 
and it is contemplated that new capital needed will be 
obtained from the sale of common stock and first mort- 
gage bonds. Company has borrowed $4,000,000 under a 
bank credit recently arranged which provides for short- 
term bank borrowings of not more than $10,000,000. Pre- 
vious bond financing was done privately. Common stock 
may be offered to common stockholders, with Kidder, 
Peabody & Co. and Merrill Lynch, Pierce, Fenner & 
Beane acting as agents. 


Florida Power & Light Co. 
April 16 it was announced stockholders will vote May 12 
on approving the creation of an issue of up to 350,000 
shares of preferred stock (par $100), to be sold from time 
to time to finance the company’s construction program. 
Traditional Underwriter—Merrill Lynch, Pierce, Fenner 
& Beane, New York. 


Fort Worth & Denver City Ry. 
March 25 it was announced stockholders will vote May 
27 on approving issuance of $17,000,000 of 30-year first 
mortgage bonds. Probable bidders: Halsey, Stuart & Co. 


Inc.; Morgan Stanley & Co.; The First ‘Boston Corp.; 
Salomon Bros. & Hutzler. 


General Fuse Co., South River, N. J. 
Jan. 28 Nelson O. Burt, President, announced company 
is discussing the marketing of unsubscribed 5%% con- 
vertible preferred stock with several underwriters. A 
total of 50,000 shares were recently offered to common 
stockholders at par ($5 per share). 


General Public Utilities Corp. 
Feb. 6 it was reported the corporation is expected to 
sell this summer approximately 530,000 additional shares 
of common stock. Stockholders on April 7 rejected a 
proposal to authorize issuance of common stock without 
requiring preemptive rights. Underwriters—If stock is 
sold at competitive bidding, probable bidders may in- 
clude: Lehman Brothers; The First Boston Corp. In 
July, 1951, Merrill Lynch, Pierce, Fenner & Beane acted 


as clearing agent for an offering of common stock to 
stockholders. 


Georgia Power Co. (7/8) 
Feb. 8 it was announced company plans issuance and 
sale of $20,000,000 of first mortgage bonds. Proceeds— 
For new construction. Underwriters—To be determined 
by competitive bidding. Probable bidders: Halsey, Stuart 
& Co. Inc.; Morgan Stanley & Co.; The First Boston 
Corp.; Lehman Brothers; Kuhn, Loeb & Co.; Blyth & 
Co., Inc. and Kidder, Peabody & Co. (jointly); Shields 
& Co. and Salomon Bros. & Hutzler (jointly); 
Union Securities Corp. and Equitable Securities Corp. 


(jointly); Harriman Ripley & Co. Inc. Bids—Expected 
on July 8. 


Glass Fibres, Inc. 
April 7 stockholders voted to increase authorized com- 
mon stock from 1,000,000 shares (approximately 938,000 
shares outstanding) to 1,250,000 shares to provide addi- 
tional stock for future expansion needs. Traditional Un- 
derwriter—McCormick & Co., Chicago, Ill. 


Globe-Wernicke Co. 

March 26 stockholders increased authorized common 
stock from 300,000 shares (par $5) to 600,000 shares (par 
$7), placing the company in a position to consider from 
time to time stock dividends and the giving of stock 
rights or warrants to present stockholders. Underwriters 
—May include Westheimer & Co., Cincinnati, O. Previ- 
ous public financing handled by W. E. Hutton & Co. and 
W. D. Gradison & Co., also of Cincinnati. 


Gulf Power Co. (6/24) 

Feb. 8 it was announced company plans to issue and 
sell $7,000,000 of first mortgage bonds. Proceeds—For 
new construction. Underwriters—To be determined by 
competitive bidding. Probable bidders: Halsey, Stuart 
& Co. Inc.; Coffin & Burr, Inc.; The First Boston Corp.; 
Kidder, Peabody & Co.; Union Securities Corp.; Equita- 
ble Securities Corp.; Blyth & Co., Inc.; Kuhn, Loeb & 
Co.; Merrill Lynch, Pierce, Fenner & Beane; Salomon 
Bros. & Hutzler and Drexel] & Co. (jointly). Bids—Ex- 
pected to be opened on or about June 24. 


Idaho Power Co. 
Feb. 27 T. E. Roach, President, announced that the com- 
pany’s present plans consist of the sale this summer of 
about 225,000 additional shares of common stock (par 
$20), but no preferred stock. Price—At a minimum of 
$35 per share net to company. Underwriters — Latest 
common stock financing in April, 1949, was handled by 
Blyth & Co., Inc.; Lazard Freres & Co.; and Wegener 
& Daly Corp. Proceeds—To repay bank loans and for 
construction program. 


Illinois Bell Telephone Co. (7/1) 
April 9 it was announced company intends to offer 682,- 
454 shares of its common stock to shareholders for sub- 
scription on or before July 1, 1952. Price—At par ($100 
per share). Proceeds—To repay advances from American 
Telephone & Telegraph Co. (owner of 99.31% of Illinois 
Bell stock). Underwriter—None. 


(1353) @& 


IHinois Central RR. 


April 9 ICC authorized company to issue and sell $25,- 
000,000 444% consolidated mortgage bonds, series dD, 
due 1982, without competitive bidding. Proceeds— 
meet 1952-1955 bond maturities and to replace dep 


working capital. It is expected the bonds will be placed 
privately. 


April 10 it was announced stockholders will vote May 21 
on increasing the authorized common stock from 1- 
390,511 shares (par $100) to 3,500,000 shares (no par} 


in order to facilitate possible future financi by means 
of convertible debentures. ie 


® International Bank for Reconstruction and 
Development (‘‘World Bank’’) 

April 29 it was announced bank will issue and sell $50,- 

000,000 of 23-year bonds about the middle of May. Un- 


aa ee Stanley & Co. and The First Bostom 
orp. 


Kansas City Power & Light Co. 

Jan. 4 company announced that it plans to issue 
and sell in 1952 about $12,000,000 principal amount first 
mortgage bonds (this is in addition to present preferred 
and common stock financing. Underwriters—To be de- 
termined by competitive bidding. Probable bidders: 
Halsey, Stuart & Co. Inc.; Glore, Forgan & Co.; B 

& Co., Inc. and Lazard Freres & Co. (jointly); The 
Boston Corp.; White, Weld & Co. and Shields & Co, 
(jointly); Smith, Barney & Co.; Kuhn, Loeb & Co., Sal- 
omon Bros. & Hutzler and Union Securities Corp. 
(jointly); Equitable Securities Corp.; Lehman Brothers 
and Bear, Stearns & Co. (jointly); Harriman Ripley & 
Co., Inc. Proceeds—For new construction. 


Kansas Gas & Electric Co. (6/10) 
Feb. 29, Murray Gill, President, announced that company 
will probably bring an offering of securities to market 
in the next few months, but the amount is still un- 
decided. Investment groups had been said to have beem 
forming on a reported $12,000,000 in bonds and 200,000 
shares of common stock. Probable bidders for bonds: 
Halsey, Stuart & Co. Inc.; Lehman Brothers; Union 
Securities Corp. and Stone & Webster Securities Corp. 
(jointly); Glore, Forgan & Co. and Goldman, Sachs & 
Co. (jointly); Merrill Lynch, Pierce, Fenner & Beane 
and Kidder, Peabody & Co. (jointly); The First Bostom 
Corp. Probable bidders for stock: Union Securities Corp.; 
Lehman Brothers; Merrill Lynch, Pierce, Fenner & 
Beane, Kidder, Peabody & Co. and White, Weld & Co. 
(jointly); The First Boston Corp. Registration—Expected 
soon. Bids— Tentatively expected on bonds up to 
noon and on stock up to 10:30 a.m, (EST) on June 10 


Kentucky Utilities Co. 

Dec. 10 it was reported company plans to issue and sell 
in April or May $12,000,000 30-year first mortgage bonda, 
series D. Underwriters—To: be determined by competi- 
tive bidding. Probable bidders: Halsey, Stuart & Cm 
Inc.; Kidder, Peabody & Co. and White, Weld & Ca 
(jointly); Lehman Brothers and Salomon Bros. & Hutzler 
(jointly); Blyth & Co., Inc.; Union Securities Corp. and 
Merrill Lynch, Pierce, Fenner & Beane (jointly). 


Lone Star Gas Co. 
April 1 the FPC authorized the company to acquire addi- 
tional properties at a cost of $5,598,129 and to build an 
additional 69.5 miles of transmission line at a cost of 
$4,010,200. It is also planned to spend about $31,000,000 


in 1952 for additions to plant. Previous financing was 
done privately. 


Maracaibo Oil Exploration Corp. 
April 12 it was announced stockholders will vote May & 
on increasing the authorized capital stock from 500,000 
to 600,000 shares. No financing presently planned. Ne 


underwriting was involved in offer to common stock- 
holders last October. 





McCarthy (Glenn H.), Inc., Houston, Tex. 
March 18 it was reported early registration is expected 
of 10,000,000 shares of common stock. Price—To be sup- 
plied by amendment (probably at $2 per share). Under- 
writer—B. V. Christie & Co., Houston, Texas. 


Metals & Chemicais Corp., Dallas, Tex. (5/15) 
March 24 it was reported company plans registration of 
162,500 shares of common stock (par 10 cents). Price— 
To be supplied by amendment (expected at $3 per 
share). Proceeds—For new mill and equipment and 


working capital. Underwriter — Beer & Co., Dallag 
Texas. 


Middie East industries Corp., N. Y. 
Oct. 31 it was announced company plans to expand fits 
capitalization in the near future and to register its 
securities with the SEC preliminary to a large publie 


offering, the funds to be used to build new industrial 
projects in Israel. 


Minabi Exploration Co., Houston, Tex. 
March 21 it was reported early registration is expected 
of 125,000 shares of common stock. Proceeds—To go to 
certain selling stockholders. Underwriter — Moroney, 
Beissner & Co., Houston, Tex. 


Mississippi Power & Light Co. 

March 14 it was reported company plans to issue and 
sell in November an issue of $8,000,000 first mortgage 
bonds. Underwriters—To be determined by competitive 
bidding. Probably bidders: Halsey, Stuart & Co. Ine; 
White, Weld & Co. and Kidder, Peabody & Co. (jointly); 
Blyth & Co., Inc.; The First Boston Corp. and W. Cy 
Langley & Co. (jointly); Equitable Securities Corp. and 
Shields & Co. (jointly); Merrill Lynch, Pierce, Fenner 
& Beane; Union Securities Corp. 


Continued on page 4§ 
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*% National Cylinder Gas Co., Chicago, iil. 

April 24 stockholders authorized an increase in the com- 
mon stock (par $1) from 1,500,000 to 2,000,000 shares. 
C¥Yarles J. Haines, President, said “the company has no 
present plans for the issuance of any additional shares 
of common stock, but it is desirable to have them for 
further expansion, if and when deemed wise by the 
board of directors.” 


National Gypsum Co. . 

March 25 stockholders voted on a proposal to increase 
the authorized common stock from 2,500,000 to 5,000,000 
shares in order “to prepare company for the opportuni- 
ties and requirements of the coming years.” No immedi- 
ate plans have been made for the issuance of any 
additional common stock. Traditional Underwriters — 
W. E. Hutton & Co., Cincinnati, Ohio, and Blyth & Co., 
Inc., New York. 


* National Steel Corp. 

April 25 company revealed it plans to issue and sell 
during the latter part of May $55,000,000 first mortgage 
bonds due 1982. Proceeds—To refund $40,000,000 first 
collateral mortgage bonds due 1965 and for working 
capital. Underwriters—Kuhn, Loeb & Co.; Harriman 
Ripley & Co., Inc., and The First Boston Corp. 


National Supply Co. 
April 2 stockholders voted to increase the authorized 
indebtedness from $20,000,000 to $50,000,000. There are 
immediate plans for sale of any securities, but com- 
any may start using long-term bank loans to secure 
working capital instead of relying on short-term loans. 


Nevada Natural Gas Pipe Line Co., Las Vegas, 
Nevada 


Feb. 8 company applied to FPC for authority to con- 
struct a 114-mile pipeline from near Topock, Ariz., to 
Las Vegas, Nev., at an estimated cost of $2,400,880, to 
be financed by sale of $1,600,000 first mortgage bonds. 
$500,000 preferred stock and $402,500 common stock. 


New England Power Co. 


Jan. 11 company received from SEC authority to increase 
authorized bank borrowings from $12,000,000 to $16,- 
000,000. A major portion of this indebtedness may be 
financed through issuance and sale of $7,500,000 first 
mortgage bonds this year and the sale of additional 
common stock to parent (New England Electric System) 
Underwriters—For bonds, to be determined by com- 
petitive bidding. Probable bidders; Halsey, Stuart & 
Co. Inc.; Lehman Brothers; Blyth & Co., Inc.; Equitable 
Securities Corp. and Blair, Rollins & Co. Inc. (jointly): 
Merrill Lynch, Pierce, Fenner & Beane; Harriman Rip- 
ley & Co., Inc.; The First Boston Corp.; Kuhn, Loeb & 
Co.; Union Securities Corp. and Salomon Bros. & Hutzler 
(jointly); Kidder, Peabody & Co. and White, Weld & Co 
(jointly ). 


New England Telephone & Telegraph Co. 


Dec. 20, F. A. Cosgrove, Vice-President, said a perma- 
nent financing program will have to be undertaken ir 
1952 to repay about $43,000,000 short-term bank borrow. 
ings. Underwriters—For bonds may be determined by 
competitive bidding. Probable bidders: Halsey, Stuart & 
Co. Inc.; Morgan Stanley & Co. In case of common stock 
financing there will be no underwriting. 


New Jersey Power & Light Co. 


April 8 it was reported company plans tentatively to 
issue and sell $3,200,000 of bonds, $1,000,000 of preferred 
stock and $400,000 of common stock (latter to be sold to 
General Public Utilities Corp., parent). Underwriters— 
To be determined by competitive bidding. Probable bid- 
ders: Halsey, Stuart & Co. Inc. (bonds only); Kidder, 
Peabody & Co.; Smith, Barney & Co.; Union Securities 
Corp.; Carl M. Loeb, Rhoades & Co.; Salomon Bros. & 
Hutzler. 


* Niagara Mohawk Power Corp. 


March 22 it was announced stockholders will vote on 
May 6 to increase authorized common stock by 1,500,- 
000 shares (11,094,663 shares presently outstanding). 
This would place company in a flexible position with re- 
spect to formulation of future finance programs. Under- 
writers—To be determined by competitive bidding. 
Probable bidders: Morgan Stanley & Co. and The First 
Boston Corp. (jointly); Merrill Lynch, Pierce, Fenner & 
Beane. 


® Northern Indiana Public Service Co. 


March 14, Indiana P. S. Commission authorized the com- 
pany to issue and sell this year $10,000,000 of first mort- 
gage bonds, series G. Proceeds—For construction pro- 
gram estimated to cost about $20,000,000 in 1952 and 
$21,000,000 in 1953. Underwriters—Central Republic Co. 
(Inc.), who arranged private placement. 


Northern States Power Co. (Minn.) 


April 17 it was reported company plans to issue and 
sell about May 15 $21,500,000 of first mortgage bonds 
due 1982 and about 1,100,000 shares of common stock 
(the latter first to stockholders on a 1-for-10 basis). 

For construction program. Underwriters—To 
be determined by competitive bidding. Probable bidders 
for stock and bonds, Smith, Barney & Co., The First 
Boston Corp., Glore, Forgan & Co., Lehman Brothers 
and Riter & Co. (jointly); Equitable Securities Corp., 
Union Securities Corp., Merrill Lynch, Pierce, Fenner & 
Beane, Kidder, Peabody & Co. and White. Weld & Co. 


(jointly). Probable bidder on bonds only, Halsey, Stuart 
& Co. Inc. 
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Northwest Natural Gas Co. 


Jan. 7 company filed amended application with FPC ip 
connection with its plan to build a natural gas trans- 
mission system in the Pacific Northwest to transpori 
gas from Canada to markets in Idaho, Washington and 
Oregon, with a portion to be returned to Canada for use 
in British Columbia. The estimated overall cost of the 
project is approximately $92,000,000. Underwriter— 
Morgan Stanley & Co., New York. Financing—Not ex- 
pected until after Provincial elections in April. 


Oklahoma Natural Gas Co. 


April 14 it was reported company plans sale of pre- 
ferred stock (par $50). Proceeds—For construction pro- 
gram. Underwriters—-To be determined by competitive 
bidding. Probable bidders: Kuhn, Loeb & Co., Harriman 
Ripley & Co. Inc. and Lehman Brothers (jointly); Stone 
& Webster Securities Corp.; Shields & Co. 


Pennsylvania Electric Co. 


Jan. 5 it was announced that company plans to spend 
about $26,000,000 for expansion in 1952, to be financed, 
in part, by the sale of about $9,000,000 first mortgage 
bonds, $4,500,000 of preferred stock and $4,500,000 of 
common stock (the latter issue to parent, General Public 
Utilities Corp). Underwriters—For bonds and preferred 
stock to be determined by competitive bidding. Probable 
bidders: (1) for bonds—Halsey, Stuart & Co. Inc.; Kid- 
der, Peabody & Co.; Union Securities Corp. and White 
Weld & Co. (jointly); Kuhn, Loeb & Co.; A. C. Allyn 
& Co., Inc.; Equitable Securities Corp.; Shields & Co 
and R. W. Pressprich & Co. (jointly). (2) for preferred— 
Smith, Barney & Co. and Kidder, Peabody & Co 
(jointly); W. C. Langley & Co. and Glore, Forgan & Co 
(jointly); Kuhn, Loeb & Co.; Lehman Brothers and 
Salomon Bros. & Hutzler (jointly); Harriman Ripley & 
Co., Inc. Offering—Expected in mid-wear. 


Permian Basin Pipeline Co., Chicago, Ill. 


April 1 company applied to FPC for authority to con- 
struct a 384-mile pipeline system from west Texas and 
eastern New Mexico to the Panhandle area of Texas at 
an estimated cost of $58,180,000. Probable underwriters 
for convertible notes and stock; Stone & Webster Securi- 
ties Corp.; and Glore, Forgan & Co., both of New York. 


Philco Corp. 


March 31 it was announced that stockholders will vote 
June 6 on authorizing an increase in indebtedness to 
$25,000,000, the funds to be used for capital expenditures. 
Traditional Underwriter — Smith, Barney & Co., New 
York. 


Potomac Electric Power Co. 


April 16, R. R. Dunn, President, announced company 
plans to raise about $40,000,000 of new money in connec- 
tion with its $62,000,000 construction program in the 
years 1952, 1953 and 1954. Probable bidders: Halsey, 
Stuart & Co. Inc.; Lehman Brothers, Stone & Webster 
Securities Corp. and Union Securities Corp. (jointly); 
First Boston Cofrp.; Kidder, Peabody & Co., Merrill 
Lynch, Pierce, Fenner & Beane, White, Weld & Co. and 
Salomon Bros. & Hutzler (jointly); Kuhn, Loeb & Co. 
and Blyth & Co. Inc. (jointly); Dillon, Read & Co. Inc.; 
Harriman Ripley & Co.. Inc. 


Pressed Steel Car Co., Inc. 


April 17 stockholders approved a proposal to increase 
the authorized common stock from 1,280,000 shares to 
3,280,000 shares (1,045,500 shares presently outstanding). 
The new shares would be issued when directors decide, 
in connection with diversification program. No imme- 
diate financing is planned. Traditional Underwriter— 
Kuhn, Loeb & Co., New York. 


Public Service Co. of New Hampshire 
March 6 it was announced company intends, in May or 
June, 1952, to issue $4,000,000 of first mortgage bonds 
and $2,500,000 of preferred stock, and toward the end 
of the year to issue sufficient common shares to raise 
approximately $4,000,000. Proceeds — To retire bank 
loans and for new construction. Underwriters — To be 
determined by competitive bidding. Probable bidders: 
(1) For bonds—Halsey, Stuart & Co. Inc.; The First Bos- 
ton Corp. and Coffin & Burr, Inc. (jointly); White, Weld 
& Co.; Kidder, Peabody & Co. and Blyth & Co., Inc. 
(jointly). (2) For preferred stock — The First Boston 
Corp.; Kidder, Peabody & Co. and Blyth & Co., Inc. 
(jointly); Harriman Ripley & Co., Inc. (3) For common 
stock—Kidder, Peabody & Co. and Blyth & Co., Inc. 
(jointly); Harriman Ripley & Co. and Lehman Brothers 


(jointly). 
Southern Colorado Power Co. 


April 4 it was announced stockholders will on May 9 
vote on increasing the authorized common stock from 
750,000 shares (no par) to 1,000,000 shares (par $7.50). 
Common stock financing in 1951 was not underwritten. 


Southern Co. 


Feb. 8 it was announced company is planning to issue 
and sell later this year additional common stock. Proe- 
ceeds—To increase investments in subsidiaries in fur- 
therance of their construction programs. Undérwriters— 
May be determined by competitive bidding. Probable 
bidders: Lehman Brothers; Morgan Stanley & Co.; Kid- 
der, Peabody & Co. and Merrill Lynch, Pierce, Fenner 
& Beane (jointly); Blyth & Co., Inc.; Union Securities 
Corp. and Equitable Securities Corp. (jointly); Harriman 
Ripley & Co. Inc. 
Southern Natural Gas Co. 

March 3 company filed with FPC a $76,000,000 expan- 
sion program to bring natural gas into its Alabama, 
Georgia and Mississippi service areas. 
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Tennessee Gas Transmission Co. 


March 28 stockholders approved an increase in author- 
ized preferred stock from 600,000 shares (all issued) to 
1,000,000 shares to provide for future financing. It is 
planned to issue and sell in June 100,000 of tne new 
preferred shares and 250,000 shares of common stock. 
Proceeds—-For 1952 expansion program estimated to cost 
about $59,000,000. Underwriters—Stone & Webster Se- 
curities Corp. and White, Weld & Co., New York. 


Texas-Ohio Gas Co., Houston, Tex. 


Oct. 17 company applied to FPC for authority to con- 
struct a 1,350-mile natural gas transmission line extend- 
ing from Texas into West Virginia The project is esti- 
mated to cost $184.989,683. Underwriter—Kidder, Pea- 
body & Co., New York. 


Toledo Edison Co. 


Nov. 20 it was reported that the company expects to 
spend approximately $46,500,000 for expansion in 1952 
to 1955, and it has been stated that no further financing 
is contemplated before late 1952, when about 400,000. 
shares of common stock is anticipated. Probable bidders: 
Merrill Lynch, Pierce, Fenner & Beane; W. C. Langley 
& Co.; Lehman Brothers and Smith, Barney & Co 
(jointly). 


Transcontinental Gas Pipe Line Corp. 


March 14 it was reported company plans issuance and 
sale this Fall of an issue of convertible preferred stock. 
Underwriters—Probably White, Weld & Co. and Stone 
& Webster Securities Corp., New York. 


United Gas Corp. 


Feb. 6 the SEC ruled that 3,165,781 shares of common 
stock (approximately 27% of total outstanding) must 
be disposed of by Electric Bond & Share Co. Under- 
writers—If coinpetitive, probable bidders may include 
Lehman Brothers. 


Utah Power & Light Co. 


March 7 SEC authorized company to borrow up to 
$10,000,000 from banks and use the money for new con- 
struction. It is intended to repay the bank loans from 
the proceeds of permanent financing in the fall. Under- 
writers—May be determined by competitive bidding. 
Probable bidders: (1) For bonds—Halsey, Stuart & Co. 
Inc.; White, Weld & Co.; Lehman Brothers and Bear, 
Stearns & Co. (jointly); The First Boston Corp. and 
Blyth & Co., Inc. (jointly); Union Securities Corp. and 
Smith, Barney & Co. (jointly); Salomon Bros. & Hutzler; 
Kidder, Peabody & Co. (2) For common stock—Blyth 
& Co., Inc., W. C. Langley & Co. and Glore, Forgan & 
Co. (jointly); Union Securities Corp. and Smith, Bar- 
ney & Co. (jointly); Kidder, Peabody & Co. and Merrill 
Lynch, Pierce, Fenner & Beane (jointly); Lehman 
Brothers; The First Boston Corp. Registration—Of stock, 
probably in August, and of bonds in September. 


Virginia Electric & Power Co. 


Dec, 12 it was announced that company expects to spend 
$40,000,000 or more for new construction in 1952, of 
which about $30,000,000 may be raised through new 
financing. On Feb. 15 it was reported directors have 
approved plans to issue and sell in June approximately 
495,000 shares of common stock (first to stockholders). 
A bond sale is expected in the fall. Underwriters— 
For stock, probably Stone & Webster Securities Corp. 
For bonds, to be determined by competitive bid- 
ding, with the following probable bidders: Halsey, Stuart 
& Co. Inc.; Union Securities Corp.; Salomon Bros. & 
Hutzler; Stone & Webster Securities Corp.; White, Weld 
& Co.; Kuhn, Loeb & Co. and Wertheim & Co. (jointly)... 


* Waltham Watch Co. 

April 25 it was announced stockholders of record April 
24 will be mailed rights on May 5 to subscribe for addi- 
tional shares of common stock (represented by voting 
trust certificates), at the rate of one new share for each 
three shares held (with an oversubscription privilege). 
Rights will expire on June 11. State Street Trust Co., 
Boston, Mass., is subscription agent. Price—At par ($1 
per share). Underwriter—None. 


Washington Gas Light Co. 


Jan. 12 reported that company is considering plans to 
raise about $4,500,000 from the sale of additional com- 
mon stock to its stockholders (there are presently out- 
standing 734,400 shares). Underwriters—The First Bos- 
ton Corp. and Johnston, Lemon & Co. handled the offer- 
ing last year to stockholders. Proceeds—Together with 
bank loans and other funds to take care of proposed 
$6,000,000 expansion program. 
Washington Water Power Co. 


Jan. 9 company applied to the SEC for authority to make 
bank borrowings of $40,000,000, the proceeds to be used 
to finance contemporarily, in part, the company’s con- 


struction program. Permanent financing expected later 
this year. Probable bidders: (1) For stock or bonds: 
Blyth & Co., Inc.; Smith, Barney & Co. and White, 
Weld & Co. (jointly); W. C. Langley & Co. and The 


First Boston Corp. (jointly); (2) for bonds only: Halsey, . 
Stuart & Co. Ine. 


Western Light & Telephone Co., Inc. 
April 11 stockholders increased authorized common stock 
from 400,000 to 500,000 shares, the additional shares to be 
issued as funds are needed for new construction. Dealer- 
Managers—Harris, Hall & Co. (Inc.), Chicago, Ill, and 
The First Trust Co. of Linclon, Neb. 
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Our Reporter’s Report 


tender made. So that here, at least, 
no one group was in the position 
of “holding an umbrella” over the 
deal. 


The successful syndicate bid 
101.409 for a 34%;% coupon and 
proceeded to reprice the bonds 
for reoffering at 101.931 to yield 
3.15%. 


Early reports indicated that 
buyers were a bit on the sluggish 
side as books were opened this 
morning. 


American Can Co. 


Stockholders of American Can 
Co. cleared the way for one of 
the biggest industrial equity of- 
ferings in recent months when 
they approved the stock split-up 
proposals and also the plan fur 
offering 989.599 shares on “rights.” 


Common holders will get the 
right to subscribe for the addi- 
tional stock in the ratio of one 
new share for each 10 shares heid 
after the split-up becomes effec- 
tive. 


Although a “rights” deal 
bankers will be in the picture in 
a “standby” capacity to absorb 
any shares not taken on subscrip- 
tion. 


Looking Ahead 
Next week’s major undertaking 
will be the flotation, via negotia- 
tion, of Chicago & Western In- 
diana Railroad’s $64,329,000 of 


first mortgage collateral sinking 
fund bonds. 


Proceeds will finance retire- 
ment of outstanding first and re- 
funding 4s on July 1 next and 
provide the road with cash for 
capital expenditures. 


Other corporate debt issues on 
tap next week include: $12,500,- 
000 of first mortgage bonds of 
Wisconsin Electric Power Co.: 
$20,000,000 debentures of New 


Jersey Bell Telephone; $5,000,000 
debentures and 30,000 shares of 
preferred of Southern Union Gas 
Co.; $5,000,000 debentures of 
Texas Electric Service Co.; $35,- 
000,000 debentures of Union Oil 
Co. of California, plus a number 
of equity issues. 


All, in all, next week looks like 
a fairly busy period. 


SITUATION WANTED 


Trader Available 


10 years unlisted experience, main- 
taining markets and servicing sales- 
men. Salary and percentage desired. 
Box B51, Commercial and Financial 
Chronicle, 25 Park Place, New York 1. 











‘MEETING NOTICE 





The New York Central Railroad Company 


NOTICE OF ANNUAL MEETING 
OF STOCKHOLDERS 


Albany, N. Y., March 25, 1952 

The Annual Meeting of the Stockholders of 
The New York Central Railroad Company, to 
the election of Directors and of three Inspectors 
of Election and the transaction of such other 
business as may be lawfully brought before the 
meeting. will be held in the Ball Room of the 
Hotel Ten Eyck, 87 State Street, in the City of 
Albany, N. Y.. on Wednesday, May 28, 1952, 


at 12:00 o'clock Neon, Eastern Daylight Saving 
Time. 

One of the purposes of said meeting is con- 
sidering, and acting upon the adoption of, a 
joint agreement fer the merger into said Com- 

ny of West Shore Railroad Company, New 
ersey Junction Railroad Company, New York 
and Fort Lee Railroad Company, The Wallkill 
Valley Railroad Company, The Toledo and Ohio 
Central Railway Company. The Lake Erie, Alli- 
ance & Wheeling Railroad Company and The 
Federal Valley Railroad Company, upon the 
terms and conditions set forth in said agreement, 
and taking such other action as may be appro- 
priate incident to such merger. 

Stockholders of record at 3:00 o'clock P.M. 
en April 25. 1952, will be entitled to vote at 
such meeting. 

By order of the Board of Directors. 


JOSEPH M. O’MAHONEY, Secretary. 





With Dempsey-Tegeler 
(Special to Tue FrnanciaL CHRONICLE) 
LOS ANGELES, Calif. — Har- 
mon W. Schuldt is now with 
Dempsey-Tegeler & Co., 210 West 
Seventh Street. He was formerly 
with Denton & Co. 


DIVIDEND NOTICES 
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With State Bond & Mtge. 
‘Specia! to THe FINANCIAL CHZONICLE) 
NEW ULM, Minn.—Clayton B. 
Kramer is now with State Bond & 
Mortgage Co., 264% North Minne- 
sota Street. 


DIVIDEND NOTICES 











AMERICAN GAS 
AND EERCTRITC 





a 
Common Stock Dividend 
0 A ‘esules quarterly dividend of 


seventy-five cents (75c) per share 
| on the Common capital stock of the 


Com 
pany issued and outstending in the hands 
of the public hes been declared payable 
June 10, 1952, to the holders of record 
at the close of business May 12, 1952 


W. J. ROSE, Secretary. 





| April 30, 1952 











“A Family of 
Famous Names” 


AVEO 





The Board of Directors of Aveo 
Manufacturing Corporation has 
declared a quarterly dividend of 
15 cents a share on the Common 
Stock payable Jane 20, 1952, to 
stockholders of record May 29, 
1952. 


R. S. Pruitt, Secretary 
420 Lexington Ave. 
New York 17, N.Y. 
April 25, 1952 
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Amenrican- Standard 


PREFERRED DIVIDEND 
COMMON DIVIDEND 


A quarterly dividend of $1.75 per share 
on the Preferred Stock has been declared, 
payable June 1, 1952 to stockholders of 
record at the close of business on May 
23, 1952. 








of 25 cents per share on 
Stock has been declared, 
24, 1952 to stockholders 
the close of business on 


payable June 
of record at 
June 3, 1952. 


AMERICAN RADIATOR & STANDARD SANITARY 
CORPORATION 
JOHN E. KING 


Vice President and Treasurer 











DIVIDEND 
NOTICE 





On April 24, 1952, a quarterly divi- 
dend of one dollar per share in U.S. 
currency was declared on the no 
par value shares of this Company 
payable June 5, 1952, to shareholders 
of record at the close of business 
May 5, 1952. 


JAMES A. DULLEA 
Secretary 


Montreal 
April 24, 1952 








CORPORATION 


JACKSON, MICHIGAN, U.S.A. 





At a meeting of the Board of 
Directors held April 21, 1952. 
a regular quarterly dividend of 
five cents ($0.05) was declared 
on the 787,500 shares of the 
Corporation's common stock 
presently outstanding. payable 
June 2, 1952, to shareholders of 
record at the close of business 
May 15, 1952. 


F. W. CORWIN 


Secretary 


, 








; Ao 21, 1952 














DIVIDEND NO. 50 


Hudson Bay Mining 


and Smelting Co., Limited 


A Dividend of one dollar ($1.00) 
(Canadian) per share has been de 
clared on the Capital Stock of this 
Company, payable Tune 9, 1952, to 
shareholders of record at the close ot 
business on May 9, 1952. 


H. E. DODGE, 


Treasurer. 
She American Jobacce Company 


111 Fifth Avenue & New York 3,N. Y. 


187TH Com™MoN DiIvIDEND 























A regular dividend of Seventy-five Cents 
(75¢) per share has been declared upon the 
Common Stock of THE AMERICAN TosBacco 
Company, payable in cash on June 2, 1952, 
to stockholders of record at the close of busi- 
ness May 9, 1952. Checks will be mailed. 


Harry L. Hivyarp, Treasurer 
April 29, 1952 


‘oe 


FINE SPINNING ASSOCIATES ING 
The Board of Direcors of the Berk- 


shire Fine Spinning Associates. Inc. 
has declared a dividend of 25 cents 
per share on the Common Stock, pay- 
able June 2, 1952, to stockholders of 
record May 16, 1952. 
MALCOLM G. CHACE, JR. 
April 24, 1952 President 




















Dordens 


DIVIDEND No. 169 





An interim dividend of sixty cents 
(60¢) per share has been declared 
on the capital stock of The Borden 
Company, payable June 2, 1952, to 
stockholders of record at the close of 
business May 9, 1952. 
E. L. NOETZEL 


April 29, 1952 Treasurer 











EATON MANUFACTURING COMPANY 


Cleveland 10, Ohio 
DIVIDEND NO. 118 


The Board of Directors 

ot Eaton Manufacturing 
Company has declared a dividend 
of Fifty Cents (50°) per share on 
the 1,792,520 $2.00 par value 
cemmon shares of the Company 
issued and outstanding, payable 


May 24, 1952, to shareholders 
of record at the close of business 
May 6, 1952. 


H. C. STUESSY, Secretar) 
April 25, 1952 


Declared or 











DIVIDEND NOTICES 


Debenture: The regular quarterly 
dividend of $2.00 per share on the 
Debenture Stock will be paid June 
3, 1952. to stockholders of record 


May 12, 1952. 


“A” Common and Voting Common: 


A quarterly dividend of 30 cents 
per share on the “A” Common and 
Voting Common Stocks will be paid 
June 3, 1952, to stockholders of 
record May 12, 1952. 

A. B. Newhall, Treasurer 


DIVIDEND NOTICES 





Li icd States Pipe and Foundry Company 
Burlington, N. J., April 24, 1952 
The Board of Directors this day declared a 
quarterly dividend of seventy-five cents (75¢) 
per share on the outstanding Common Stock of 
the Company, payable June 20, 1952, to stock- 
holders of record on May 29, 1952 
The transfer books will remain open. 
Untrep States Pirt anp Founpry Company 
JOHN W. BRENNAN, Secretary 








HARBISON-WALKER 
REFRACTORIES COMPANY 


Pittsburgh Pennsylvania 





April 25, 1952 

Board of Directors has declared for 
ending June 30, 1952 DIVIDEND of © 
ONE-HALF (112%) PER 

share on FREFE pay 
21, 1952 to shareholders of record July 7, 
Also declared a DIVIDEND of FIFTY CENTS 
per share on the COMMON STOCK, payable 
oy 2, 1952 to shareholders of record May 12, 


G. F. CRONMILLER, JR. 
Vice President and Secretary 


uarter 
and 








(1855) @ 


DIVIDEND NOTICES 








HARVESTER 
COMPANY 


The Directors of International Harvest- 
er Company have declared quarterly 
dividend No. 135 of one dollar and 
seventy-five cents ($1.75) per share on 
the preferred stock payable June 2, 
1952, to stockholders of record at the 
close of business on May 5, 1952. 


GERARD J. EGER, Secretary 











IOWA SOUTHERN 
UTILITIES COMPANY 





DIVIDEND NOTICE 


The Board of Directors has declared the 
following regular quarterly dividends: 
355g cents per share on its 
4%4° Preferred Stock ($30 par) 
44 cents per share on its 
$1.76 Conv. Preferred Stock ($30 par) 
30 cents per share on its 
Common Stock ($15 par) 
all dividends payable June 1, 1952, te 
stockholders of record May 15, 1952. 
EDWARD L. SHUTTS, 


April 28, 1952 President. 








NATIONAL DISTILLERS 


PRODUCTS 
CORPORATION 





DIVIDEND NOTICE 


The Board of Directors has de- 
clored a quarterly dividend of 
50c per share on the outstand- 
ing Common Stock, payable on 
June 2, 1952, to stockholders of 
record on May 12, 1952. The 
transfer books will not close. 


THOS. A. CLARK 
April 24, 1952. 


Treasurer 














PACIFIC 
FINANCE CORPORATION 


DIVIDEND NOTICE 


A regular quarterly divi- 
dend of 50 cents per share on 
the common stock ($10 par 
value} payable June 2, 1952, 
to stockholders of record 
May 15, 1952, was declared 
by the Board of Directors on 
April 30, 1952. 


BE, ~h 


®. c. REYNOLDS, Secretary 


INTERNATIONAL | 2, 1952. 


» 


A regular quarterly dividend of 
314ec per share on the 5% Con 
vertible Preferred Stock has been 
declared payable June 2, 1952, te 
stockholders of record May 15, 1952. 

A regular quarterly dividend of 
30c per e on the Common 
Stock has been declared payable 
May 29, 1952, to stockholders of 
record May 15, 1952. 


M. E. GRIFFIN, 
Secretary-Treasurer 














THE UNITED GAS IMPROVEMENT CO. 
JOHNS HOPKINS, Treasurer 
April 22, 1952 Philadelphia, Ra 














DEPPERELL PEPPERELL 


MANUFACTURING 
COMPANY 
Boston, April 24, 1952 








® 
A regular quarterly dividend of Seventy-five 
Cents (75¢) per share has been declared payable 
May 15, 1952, to steckholders of record at the 
close of business May 8, 1952. 


Checks will be mailed by the Old Colony 
Trust Company of Boston, Dividend Disburs- 
ing Agents. 

Paut E. Crocker, Secrelary 
160 State Street, Boston, Mass. 








SUBURBAN PROPANE 
GAS CORPORATION 


REGULAR QUARTERLY 
DIVIDEND NO. 25 DECLARED 


Common Steck — 25¢ per share 
Payable May 15, 1952 to stock- 
holders of record May 1, 1952. 


R. GOULD MOREHEAD, 


Treasurer 
April 23, 1952 




















SOCONY_VACUUM | 


OIL COMPANY 


INCORPORATED 


Dividend 


April 29, 
No. 165 


1952 


The Board of Directors today 
declared a quarterly dividend of 
5O¢ per share on the outstand- 
ing capital stock of this Com- 
pany, payable June 10, 1992, 
to stockholders of record at the | 
close of business May 9, 1952. 





W. D. Bick nam, Secretary 




















Southern 
Railway 
Company 


DIVIDEND NOTICE 


New York, April 29, 1952. 


A dividend of One Dollar ($1.00) per 
share on 1,298,200 shares of Common Stock 
without per value of Southern Railway Com- 
pony hes tedey been declored out of the 
surplus of net profits of the Company for the 
fiscal yeor ended December 31, 1951, pay- 
able on June 14, 1952, to stockholders of 
record ot the clese ef business on May 15, 
1952. 











J. J. MAHER, Secretory. 
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Washington... 


from the Nation’s 


And You 
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WASHINGTON, D. C.—Peg the 
Latest outpouring of the Congres- 
sional Joint Economic Committee 
@s a somewhat ineffective and 
highbrow brief for a tougher sec- 
tion 102 of the Internal Revenue 
‘Code 


This committee engaged Dr. 
James K. Hall of the University 
@f Washington to report on “The 
Taxation of Corporate Surplus 
Accumulations.” Dr. Hall was re- 

to consider primarily only 
the effect of “102” on total in- 
vestment. His own remarks 
hinted at least a subconscious 
belief that there were other con- 
siderations, and a somewhat more 
platonic evaluation of the use- 
s or laek thereof, particu- 
a an artificial element in 
corporate management. 

Dr. Grover W. Ensley, however, 
the young and enthusiastic eco- 
momic planner who heads the staff 
of the Joint Economic Committee, 
summarized the report as indi- 
eating that Section 102 was of con- 
eern only to a limited number of 
corporations, that it is necessary, 
that with the higher tax rates of 
wecent years the penalty rates 
Should be raised, that the Treas- 
wry is “cautious” in administering 
i, and that the only answer to 
personal surtax avoidance lies in 
“complete integration” of the cor- 
poration and individual mcome 
taxes. 

About the only party which 
will generally agree with Dr. 
Eeusiey as he interprets Dr. Hall, 
is the Treasury, which favors a 
feougher “102.” The Congressional 
@enservatives who dominate the 
taxing committees are against this 
amd wiew “102” as necessary only 
te prevent a company from “get- 
ime away with murder” via sur- 
plus accumulation. These men op- 
wese a higher rate and a tougher 
a@iministration. 

a es 

Some of the trickiest punches in 
the political book are being used 
fm the current battle over public 
heusing. 

First of these punches was the 
@mendment which Rep. Ralph W. 
Gwinn (R., N.Y.) got across in the 
House in connection with the ap- 
Ppropriation for public housing. It 
previded that none of the “annual 
contributions” made by Public 
Housing Administration to cities 
*%© support local public housing 
wMihall be used for any project 
which has as a tenant any member 
ef an organization designated as 
subversive by the Attorney-Gen- 
eral. 


s 


This, tricky enough in itself, 
was brilliant because it knocked 
@own the guards of a couple of 
the silickest stances ever put 
across by the public housing boys. 
Zn legal and formal theory, the 
Pederal Government makes 
“loans” for local public housing 
Projects and “annual contribu- 
tions” to subsidize “the low-rent 
@haracter” of public housing. Or 
the loans are borrowed in the 
market, subject to the govern- 
ment guarantee. 


In economic fact, however, the 
“annual contributions” are equiv- 
@lent to the debt service on the 
loans, so that the Federal Govern- 
ment pays over to the munici- 
pality the money the city pays 
back to service the loan. 

A further tricky stunt was the 
Provision in the 1949 housing act 
Ghat these contributions should be 
made irrevocable, and pledged the 
fall faith of the United States be- 
hind them. The public housers 
wanted this amendment to sew up 


~ 


with investors the true character 
of these undertakings as Federal, 
operated through the convenience 
of a more or less dummy city 
“housing authority.” The public 
housers figured, probably not in- 
accurately, that they could go 
along merrily calling these “local” 
projects with the local housing 
authority “repaying the Federal 
lean,” and with 99.999% of the 
population too ignorant or too 
apathetic to understand the true 
character of the operation. 


So Ralph Gwinn’s amendment 
hit right at the weak spot in this 
phony set-up. Technically the 
local housing authority, rather 
than the Federal Government, 
meets the service of the loan, and 
if the annual contributions could 
be held up then the punch is a 
knock-out. 


Furthermore, nobody dares vote 
in open and on the record in 
either House against the Gwinn 
amendment, for that would be 
tantamount to voting for Federal 
funds to subsidize Commie front 
members in public housing. No 
Senator can be for that on the 
record, any more than he can be 
for sin. 


So the deal is to try to get 
around this some way so that the 
vote in the Senate can be escaped. 
At present no one knows just how 
the public housers can slip out 
from under this one, but one can 
count upon the fact that this 
crowd is so slick that it makes 
Phil Murray and the CIO look 
like boorish clods. 


One of the interim tricks tried 
by the public housers is to try 
to create the impression that 
the Gwinn amendment applies 
also to FHA and VA loans. The 
idea behind this—and it is being 
printed in some places—is to 
scare the daylights out of every 
banker, building and loan associa- 
tion, and insurance company. If 
these primary mortgage lenders 
could be scared into thinking that 
their loans were suspect, they 
could be expected to panic the 
Congress into doing away with 
the Gwinn amendment. 


This particular trick, however, 
is the brain child of public 
housers on the Hill and outside 
the Public Housing Administra- 
tion. PHA doesn’t itself attempt to 
assert that the private lenders are 
hooked. PHA says frankly that 
the Gwinn amendment is a limi- 
tation applicable expressly and 
only to “annual contributions” for 
public housing. 


Should the Gwinn amendment 
by some chance stay in the appro- 
priation as passed, then PHA 
would have to arrange for an offi- 
cial Federal clearance of every 
tenant of every PHA - assisted 
housing project, certifying that 
that tenant was not a member of 
any organization on the list desig- 
nated by the Attorney General as 
subversive. 


Incidentally, PHA under the 
1949 act has something less than 
35,000 units of public housing 
completed. It has something more 
than 100,000 units under construc- 
tion. These 100,000 units will be 
built under prior year appropria- 
tions regardless of whether Con- 
gress limits below 75,000 units, 
the amount allowed for fiscal 1953. 


The President recommended 75,- 


000 units, as he did last year. Con- | 


gress last year authorized 50,000 


units. This year the House, as : 
last year, at first limited the | 


amount of new authorizations to 
5,000 units but the Senate has not 
yet acted. Last year the Senate 
boosted it to 50,000 units and the 
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“Well, you KNOW he’s near sighted—why did you stand 
so close to it?’’ 


House caved 
this figure. 

It was not surprising to observ- 
ers that the House kicked out the 
President’s proposal to create 23 
new judges. And it was not sur- 
prising that a very good many 
Southern conservatives went 
along with Truman in favor of 
creating the judgships. 

A Federal judge is appointed 
for life with a hefty pension upon 
retirement, and with 23 new Fed- 
eral judges a great deal of politi- 
eal usefulness is afforded an 
Administration. It can “take care” 
of several weak Senators and 
Representatives, getting them out 
of the race for stronger men. And 
if it is pretty sure that the Admin- 
istration will be beaten, certain of 
the members of Congress who 
have been faithful for years, can 
be given this form of social se- 
curity. 


Many Southerners were for this 
bill because there they are Demo- 
crats first, conservatives second. 
If the bill passes next year and by 
some chance there were a Repub- 
lican President, then these South- 
erners would lose all chance of 
suggesting a nominee for one of 
the new Federal judgeships, and 
also a chance perhaps to be nomi- 
nee themselves. 

The court dockets are crowded 
and additional judges are needed, 
but the Administration waited un- 
til this late day in 1952 to really 
push the measure, a delay which 


aroused the suspicions of Repub- 
licans and a handful of Democrats 
who didn’t want to be a party to 
this enterprise. 

Incidentally, Truman is faring 
much better with nominations, at 


in and accepted 


this announced end of his regime, 
than Herbert Hoover. The last 
GOP Senate under Hoover re- 
fused to confirm any important 
Hoover appointments, even in- 
cluding solid, 100% Democrats, 
holding up these confirmations so 
that Roosevelt or whoever be- 
came President could select his 
own nominees for important posts. 

It is noted here that Clarence 
D. Howe, Canada’s Minister of 
Defense Production, recently said 
in public that inflation in Canada 
was under control provided labor 
didn’t knock it over with wage 
demands. 


“The cost of living is well un- 
der control, but with one reserva- 
tion,” said Mr. Howe. “Organized 
labor can upset the applecart. 
There are one or two disturbing 
situations outside of Canada which 
may spread into Canada.” 


Says Washington of this obser- 
vation: “It can’t happen here.” 
ae x % 


Behind the unhappy Tom Con- 
nally’s decision to bow out of the 
Texas reelection contest, perhaps 
before he got knocked off, lies an 
old Washington truism: In Con- 
gress you sometimes can guaran- 
tee your reelection by being “a 
great national figure’—but only 
for a time. Sooner or later a pre- 
occupation with national affairs 
and a neglect of state sentiment 
leads to one’s defeat. There are 
a few exceptions. Usually a man 
elected Speaker of the House finds 
himself safe, and occasionally 
some other individual. 

However, even the late George 
Norris, virtually patron saint of 
the modern day “liberals,” event- 


ually found himself booted out of 
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office, to his desolation. Senatar 
Joseph C. O’Mahoney (D., Wyo.) 
is reported to be in grave trouble 
for the same reason. 


(This column is intended to re- 
flect the “behind the scene” inter- 
pretation from the nation’s Capital 
and may or may not coincide with 
the “Chronicle’s” own views.) 





Business 
Man’s 


_ Bookshelf 


Controllership: The Work of the 
Accounting Executive—J. Brooks 
Heckert and James D. Wilson — 
The Ronald Press Company, 15 
East 26th Street, New York 10, 
N. Y.—cloth—$7.50. 














Longevity of Manufacturing 
Concerns in Allegheny County— 
William Wayne Frasure—Univer- 
sity of Pittsburgh Press, Pitts- 
burgh, Pa.—cloth—$4.50. 


Marine Insurance: Its Principles 
and Practice — Third Edition — 
William D. Winter—McGraw-Hill 
Book Company, 330 West 42nd 
Street, New York 36, N. Y. — 
cloth—$7.50. 


Memoirs of Herbert Hoover, 
The: 1920-1933, The Cabinet & 
The Presidency — The Macmillan 
Company, 60 Fifth Avenue, New 
York 11, N. Y.—cloth—$5.00. 


Right to Own Property, The— 
From a decision by Judge Arthur 
C. Shepard—The Foundation for 
Economic Education, Inc., Irving- 
ton-on-Hudson, N. Y.—paper—no 
Charge for single copy; quantity 
prices on request. 


Stock Exchange (London) Year- 
Book, 1952 — Volume 1 — Thomas 
Skinner & Co., Gresham House, 
London, England and 111 Broad=- 
way, New York 6, N. Y.—By post, 
U. S. A. and Canada, $33 (2 vols.) 


With John G. Kinnard 


(Special to THE FINANCIAL CHRONICLE) 


MINNEAPOLIS, Minn.—Leta E. 
Davis has been added to the staff 
of John G. Kinnard & Co., 73 
Baker Arcade. 
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